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NATIONAL POLICY AND ISSUES 


PRC OFFICIAL OUTLINES CURRENT WORLD ECONOMY 
HKO30804 Shanghai SHIJIE JINGJI DAOBAO in Chinese 22 Aug 83 p 6 


[Speech delivered by Qian Junrui to the inaugural ceremony of the Society of 
International Economic Cooperation of China: "Push Ahead the Four Moderniza- 
tions by Vigorously promoting International Economic Cooperation--Part 1"] 


[Test] 1. The Present World Economic Structure and Developmental Tendency 


Because of the emergence of the Third World after the end of World War II and 
the formation and split of the socialist bloc, the present world economy can 
be divided into four major groups which have intricate relations. They are: 
1) Western developed and rather developed capitalist countries headed by the 
United States. 2) Some East European countries and a small number of Asian, 
African and Latin American countries (such as Mongolia, Vietnam, Laos, Cuba 
and Ethiopia) under the control of the Soviet Union. Most of these countries 
are socialist. 3) Other socialist countries including China, Democratic 
People's Republic of Korea, Yugoslavia and Romania. 4) The large number of 
developing countries (or Third World countries). The existence of these four 
major groups is a historical phenomenon under certain conditions. They are 
all changing in various forms and toward various orientations. The develop- 
mental tendencies can be generally described as follows: 


The first gorup, i.e. developed capitalist countries: After effecting highly 
speedy economic development in the so-called "golden times" of the 1950's and 
1960's, they entered a period of crisis and stagflation in the early 1970's. 

In late 1982 the United States was the first among these countries to at last 
begin to recover and climb up from the trough of the economic crisis. Then 
Western Europe and Japan followed suit. However, authorities and scholars of 
various countries hold differnet views on the speed and momentum of this 
economic recovery. Some feel optimistic but others are pessimistic. Our 
opinion is: In the 1980 developed capitalist countries’ economies will, in 
general, develop off and on at a low speed (the annual growth rate is expected 
to be 1 to 3 percent). If the international debts issue is not properly solved, 
a worldwide financial crisis may break out and thus may even trigger an overall 
economic crisis. The huge budget deficits of these countries (especially that 
of the United States) will probably drive up the inflation rate again. At 
present high interest rates, which seem to be hard to lower, have obstructed the 
increase in investment. Economic difficulties, especially the heavy debt bur- 














dens, of developing countries are also affecting these developed capitalist 
countries. All these factors will continue to hold down the momentum of their 
economic recovery. Of course we cannot completely exclude the possibility that 
some of these Western countries may still effect high-speed economic growth in 
the 1980's. This depends on the development of science and technology, espec- 
{ally the development of computers and robots and the development of genetic 
engineering and space technology. All this may bring about the rapid develop- 
ment of some new industries and thus create a mew economic upsurge. However, 
there is little possibility that major technical breakthroughs will appear in 
the 1980's. As another factor, local wars may stimulate development of the 
arms industry and heavy industry in some Western countries and thus bring them 
a certain degree of economic upsurge. However, the breakout of a new world war 
may greatly change che world economic situation but there is little possibility 
that a world war may break out in the 1980's. 


The second group, the Soviet and East European bloc: They will advance their 
economic reforms in the 1980's and their economies will continue to develop at 
a speed slightly lower than before (probably at an annual growth rate of 2 to 4 
percent). Because of its rivalry against the United States for world hegemony, 
the Soviet Union will continue to give priority to arms production. This will 
restrain its development in the fields of light industry and agriculture. At the 
same time, this will require that the power be highly centralized. Therefore, 
the reform of its economic management system will be very limited and slow. 
However, the reform will still be carried out in a steady way and the economy 
will still grow at a comparatively low speed, which will still be a bit higher 
than the growth rate of Western countries. 


The third group, socialist countries including China: They are now carrying 

out the economic readjustment and reform. Each has its own advantages and 
difficulties. They are all seeking effective ways to overcome their difficul- 
ties and to solve their problems through economic readjustment and reform. In 
the 1980's, they will steadily develop at a comparatively high speed (say, the 
annual growth rate may reach 5 to 7 percent. That is to say, their growth speed 
may exceed those of the countries in the first and the second groups. 


The fourth group, developing countries in the Third World: Their economic 
development is uneven, due to the old international economic order and Western 
countries’ tricks to shift the economic crisis and difficulties onto them. 
Their economies are generally situated in seriously difficult positions. Of 
course, some of these countries, such as petroleum exporting countries and new 
indsutrial countries, can still develop at a relatively high speed. But most 
developing countries’ growth rates are very low. The growth rates of a small 
number of countries (such [as] those in Southern Asai and south to the Sahara) 
are negative. 


How will the above situations and developmental tendencies of the world economy 
affect China? Of course, they constitute both favorable and unfavorable 

factors for us. For example, the economies of Western countries, though re- 
covering, are still limited by many unfavorable factors and still lack momentum. 
The recovery is also uneven. The surplus of funds and production facilities 

and the unemployment of technical personnel and professionals will continue to 











exist. This is favorable to our efforts to carry out foreign economic cooper- 
ation, especially to import foreign capital and technology and to hire foreign 
technical personnel. The more and more serious protectionist practice adopted 
by the capitalist countries and the narrowing of tlie international market will 
certainly bring difficulties to our export trade. But generally speaking, 
tractors favorable to us outweigh those unfavorable to us. So long as we can 
make good use of the favorable factors, and evade and overcome the unfavorable 
factors, the prospects of our efforts to develop foreign economic cvoperation 
will certainly be bright and we will certainly achieve satisfactory results. 


CSO: 4006/810 











NATLONAL POLICY AND ISSUES 


RENMIN RIBAO SUMMARY OF WORK DISTRIBUTION FORUM 
HKO81106 Beijing RENMIN RIBAO in Chinese 2 Sep 83 p 5 


["Academic trends" column article by Peng Kehong [1756 0344 1347]: "Thoroughly 
Study the Theory of Distribution According to Work in Close Connection ‘With 
Reality--A Sumnary of Views Put Forward at the Fifth National Meeting To Dis- 
cuss the Theory of Distribution According to Work"] 


[Text] Recently, in Beijing, the society for studying that part of political 
economics concerning socialism convened the Fifth National Forum on the theory 

of distribution according to work done. Comrade Yu Guangyuan delivered an 
important speech at the forum. He said: "When we study theoretical questions, 

we must proceed from the reality and consider our national condition, a province's 
condition, or a factory's condition, and so on. It means that we must 

integrate basic Marxist principles on distribution according to work done 

with our country's specific socialist practice, and thus formulate principles, 
schemes of implementation, and methods, all of which possess Chinese character- 
istics, with regard to distribution according to work done." 


The delegates to the forum mainly discussed the following several questions: 


1. We must proceed from China's actual situation to study the question of 
distribution according to work done. 


Distribution according to work done as discussed by Marx more than a century ago 
refers to a forum of distribution of personal consumer goods under the condition 
that the system of ownership is solely one of ownership by the whole people. 
However, at present, different forms of economy still coexist in our country. 
There is a corresponding form of distribution for each form of ownership. There- 
fore, if different forms of ownership coexist, different forms of distribution 
will inevitably coexist. Considering this national condition, we know that it 
is not practicable at present for China to permit only one form of distribution. 
Moreover, the precondition for the form of distribution according to work done 
in Marx's mind is that the production and exchange of commodities no longer 
exist. At present, in our country's socialist econamy, the production and 
exchange of commodities do exist and must even be vigorously developed. There- 
fore, we must study how personal labor changes into social labor under the con- 
dition of the commodity economy. In particular, the interrelationship between 
personal labor, collective labor and social labor must be clarified. Otherwise, 
it will be very difficult to implement the principle of distribution according 
to work done. 











2. Under socialism, within the limits of the state sector of the economy and 
the collective economy, distribution according to work done is the main prin- 
ciple, but not the sole one, governing the distribution of personal consumer 
goods, because some consumer goods are distributed to workers or people who have 
lost their ability to work, but according to this principle. We must continue 
to study the essence of the principle governing the distribution of such con- 
sumer goods. 


3. If work done is taken as the measure for determining the amount of income 
distributed as in distribution according to work done, then inevitably, a 
larger amount of work done will mean a higher income. However, we cannot con- 
versely say that a higher income for a larger amount of work done is tantamount 
to distribution according to work done. For example, individual handicraft 
workers can earn a higher incone by doing more work, but this “higher income" 
cannot be simplistically said to reflect the principle of higher income for a 
larger amount of work done as embodied in distribution according to work done. 


4. In distribution according to work done, what kind of "work" should be taken 
as the basis for distribution? Some people say that the means of production 

are products of work done in the past. They are used for investment in produc- 
tion to promote an increase in output and income, and should thus be governed by 
"distribution according to work done." The delegates to the meeting unanimously 
heid that this view is not in line with the original meaning in Marxism of dis- 
tribution according to work done. Distribution according to work dom refers 

to distribution according to living labor and should not be concerned with 
materialized labor. That is, it should not include distribution according to 
the input of the means of production. Otherwise, it would not be easy to dis- 
tinguish between distribution according to work done and distribution according 
to capital invested. 


>. Some people hold that in the context of state ownership, there are two 
levels in the relationship of distribution according to work done, namely, 
distribution by the state to the enterprises, and distribution by the enter- 
prises to the workers. Many delegates do not agree. They hold that distribution 
according to work done refers to the distribution of personal consumer goods, 
whereas the profits distributed by the state to the enterprises in the form of 
retained profits are mainly used for the development of production and collective 
welfare, and only a small proportion of such profits are used as rewards for 
individual workers. The retaining of such funds depends on how well the enter- 
prises are run, which in turn depends on many factors. If an enterprise is 
well run and part of its retained profits are used as rewards for its workers 
according to regulations, this amounts to a kind of distribution according to 
work done within the limits of the enterprise. We cannot thus say that there 
is a relationship of distribution according to work done between the state and 
the enterprise. 


6. In connection with the reform of our economic systems, all those present 

at the meeting held a wide-ranging discussion on the reform of our wage system. 
The two key questions discussed were: first, the shortcomings of our country's 
present wage system; and second, the orientation of reform of our country's 
wage system. Many delegates held that the main problems of our country's 
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present wage system are: First, there is a serious problem of egalitarianism, 
with remuneration for work divorced from the worker's contribution to work and 
the standard of the running of the enterprise; second, decisionmaking power over 
distribution is overly centralized, hindering the implementation of the principle 
1§ distribution according to work done. The orientation of reform should be 

the overcoming of egalitarianism, so that the worker's remuneration for work is 
closely related to the socioeconomic benefits achieved, the result of operation 
in his enterprise, and his own contribution to owrk. Many comrades held that a 
combination of basic wages, floating wages and reward wages can be adopted. 

Some comrades also studied the specific methods of raising wages. Their methods 
are: first, promotion; second, raising the basic levels of wages; and third, 
workers’ money wages must be adjusted according to changes in commodity prices. 


fhe nature of the kind of distribution embodies in rural responsibility systems 
whereby contracts are drawn up on a household basis is another major issue dis- 
cussed at this meeting. The overwhelming majority of comraces held that this 
form of distribution is compatable with the principles of socialist distribution 
ind can rather satisfactorily deal with the relationship of material interests 
between the state, the collective and the indiv‘dual. In this kind of distri- 
bution, “the remaining part which goes to oneself" embodies elements of distri- 
bution according to work done, but this kind of distribution is not identical to 
distribution according to work done, because here some factors other than the 
work done, such as the means of production, commodity prices, and so on, also 
exert some influence. The comrades have different views on this question and 


further discussion is necessary in the future. 
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ECONOMIC PLANNING 


PRC OFFICIAL ON PLANS TO DEVELOP NORTHEAST 
HKO71300 Shanghai SHIJIE JINGJI DAOBAO in Chinese 22 Aug 83 pp 1, 9 


[Special Dispatch From Shenyang City" by reporter Zhang Feng [1728 7364]: "An 
Interview With Shen Yue, Director of the Northeastern Energy and Communications 
Planning Office Under the State Council, on Unified Planning for Energy and 
Communications Construction and Bringing the Role of the Industrial Base in the 
Northeast Into Play--first paragraph printed in boldface] 


[Text] Shen Yue told the reporter of this newspaper that ir history the north- 
east already established a comparatively unified economic whole. However, under 
the present system, a decentralized situation has occurred due to barriers be- 
tween departments and regions at different levels. Through working out unified 
planning, we will be able to simultaneously carry out construction projects of 
coal, electricity, oil and communications. In so doing, we wili achieve the 
objectives of speedily developing production and enharcing economic results. 


The northeastern energy and communications planning office under the State 
Council was established in Shenyang in last July. This is another planning 
organ established by the State Council following the establishment of the 
planning office in charge of the Shanghai economic zone and the planning office 
in charge of the energy, heavy industry and chemical engineering base in Shanxi. 
The northeastern region is economically developed and has been regarded as the 
five great bases of iron and steel, machinery, energy, grain and forests. It 
has played a decisive role in the socialist modernization of the whole country. 
Therefore, the establishment of the planning cuffice has caught the close 
attention of the people concerned both at home and abrcad. The reporter of 
this newspaper made a special trip to Shenyang to interview Shen Yue, director 
of the planning office. We are very grateful to him for his detailed answers 
to some questions which various quarters are concerned with, including the 
establishment of the northeastern economic zone, planning and others. 


Question: What areas will be covered by the planning for the northeastern 
energy and communication projects? How is the economic situation in these 
areas? 


Answer: According to the decisions of the State Council, the planning will 
cover Liaoning Province, Jilin Province, Heilongjiang Province and Hulun Buir, 
Jirem and Ju Ud as well as Hinggan Leagues which are located to the east of the 








Nei Monggol Autonomous Region. The reason why tne four leagues in the eastern 
parts of Nel Monggol are included in the planning is that three great opencut 
coal mines are being built there. With their abundant coal resources, they have 
an important bearing on the economic development of the northeast and the eastern 
parts of Nei Monggol. The area of the three provinces in the northeast is about 
180,000 square kilometers, which accounts for 8.2 percent of the total area of 
the whoie country. These three provinces contain more than 91 million people, 
ind the four leagues in the eastern parts of Neil Monggol have 100 million or so 
people Their population accounts for 1/19 of the total population of the whole 
country. In 1982, the industrial and agricultural total output value of these 
three provinces made up 14 percent of the total output value of the whole 
country. The industrial total oupute value of these three provinces accounted 
for 16 percent of the total industrial output value of the whole country. Their 
heavy industrial total output value accounted for 20.7 percent of the total 
output value of the whole country. Their heavy industrial fixed assets ranked 
first in the whole country. They are also developed in agriculture. The famous 
Sanjiang plain and Songliao plain are in these three provinces. In particular, 
their soybean output has accounted for 45.7 percent of the total output of the 
whole country. They are also rich in forest reserves. The northeast belongs 

to the whole country vigorously supported the key construction projects in the 
northeast. Now the economy in the northeast, heavy tndustry in particular, has 
already acquired a fairly sold foundation. The northeast has become one of our 
country's important industrial bases. It should make greater contributions to 
the modernization of our country. The purpose in making unified picnning for 
the northeastern economic zone is to strengthen energy and communications con- 
struction in order to bring the role of the northeastern industrial base into 
full play. 


Question: Viewed from the angle of unified planning, what are the character- 
istics of the economy of the northeast? 


Answer: In history, the economy of the northeast was already closely inter- 
related, and has thus formed a comparatively unified economic whole. Following 
the founding of New China, during the First 5-Year Plan period, the three pro- 
vinces in the northeast had already carried out various key projects in a 
planned way in accordance with the principle of proper balance and coordination. 
At present, they already have some unified economic substances. The economic 
interrelations of the northeastern region have manifested themselves in the 
following: 


Ll. The electrified wire netting of the northeast, which is under unified admin- 
istration of the northeastern electricity administrative bureau, is the biggest 
in the country. Its annual generated energy is 56.1 billion kilowatt-hours, 
which has accounted for 17.3 percent of the total generated energy of the whole 
country. 


2. The overall length on the railways in the northeast is 14,000 kilometers 
or so, which accounts for one-fourth of the total length of the whole country. 
Furthermore, the density of railways is also the greatest. The Ministry of 
Railways has set up an office responsible for the administration of railways 
in the northeast. 
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3. Coal production is managed in a unified way by the general coal company of 
the northeast and Nei Monggol. Output of raw coal last year was more than 100 
million tons (including the output of the four leagues in the eastern part of 
Nei Monggol and local coal mines), which accounted for 15.5 percent of the total 
output of the whole country. The coal reserves of the northeastern region and 
the eastern parts of Nei Monggol have reached 41.5 billion tons. 


4. The five great steelworks (Anshan, Bexni, Fushun, Dalian, and Qiqihar) 
headed by Anshan steelworks produce both ordinary and special steel. The out- 
put of steel and steel products of the northeast has accounted for one-fourth 
of the total output of the whole country. The output of main nonferrous metal 
products accounts for J]/10 of the total output of the whole country. The pro- 
duction of nonferrous retal products is administered in a unified way by the 
Shenyang nonferrous metal company. 


5. A unified and coordinated system of the oil exploitation and refinement has 
been established with emphasis placed on the Daqing oil field. Oil output 
accounts for more than 50 percent of the total output of the whole country. 

Oil deposits account for 45 percent of the proven deposits of the whole country. 
The processing capacity of the five refineries in Liaoning is about 25 million 
tons. 


6. The four great heavy-duty machinery plants of Shenyang, Jinzhou, Dalian and 
Hulan Ergi have formed a base for manufacturing heavy-duty machinery and equip- 
ment. They are able to manufacture rolling mills of 1,150 mm and 1,700 mm and 
complete sets of mining equipment for extraction, dressing, sintering and trans- 
portation. 


7. The three great power plants of the Harbin boiler plant, steam turbine plant, 
and electrical machinery plant, as well as some heavy power transmission and 
transformer plants in Liaoning, have formed a complete production system and 

are able to manufacture complete sets of yower transmission and transformer 
equipment for power stations, including complete sets of ultra high-tension 

power transmission and transformer equipment with capacity of 220,000 volts, 
500,000 volts and 700,000 volts. 


8. An automobile systematic manufacturing base headed by the Changchun No 1 
automobile factory has been formed. In the meantime, the Jiefany joint 
automobile company has also been establish: d. 


9. Dalian port is an export of the northeast and Nei Monggol. The handling 
capacity of Dalian port ranks second in the whole country and its total export 
volume ranks first in the whole country. 


10. Other agricultural, commercial, scientific, technological, cultural and 
educational departments have mutually formed close links. 


All these are internal economic ties of the northeastern economic zone. They 
have provide4 us with favorable conditions for working our regional planning 
with emphasis placed on energy and communications projects. 














Question: What is the significance of unified planning? Why should we start 
with energy and communications projects in oraer to make the planning? 


Answer: As we mentioned above, the northeast has bec me a unified economic 
whole. However, under the existing system, there are still barriers between 
regions and departments. This has given rise to a decentralized situation in 
management. We still lack untfied regional planning and overall balance. For 
instance, {n the four eastern leagues of Nei Monggol, the eastern parts of 
Heflongjlang, and the central and western parts of Liaoning, there are enormous 
coal resources that have not yet been exploited. Although some power stations 
have been established, the supplies of coal are not yet available. Some 
localities have exploited coal, but the transportation problem has not yet been 
solved. There are small difficulties in shipping the coal to other places. 

In practical work, we feel an urgent need for unified planning. Through unified 
planning, we will be able to simultaneously carry out the projects of coal, 
electricity, ofl and transportaiton to achieve the objectives of speeding up the 
development of production and enhancing economic results. Therefore, the State 
Councl|l has decided to establish a planning office in charge of energy and com- 
tuinications projects in the northeast. Various departments concerned and various 


provinces and regions have actively supported the decision. They have unanimous- 
ly held that the State Council has made an expeditious and perfectly correct 
decision. Only by formulating plans, making unified arrangements, setting up 


rationally distributed system, and promoting good points and avoiding the weak 
ones can we fully tap the economic potentials of the northeast. As far as the 
system reform 1a concerned, this is an important reform of the planning system. 
It will enable us to carry out planning work profoundly, and effectively inte- 
yrate regional plans with the plans of the whole country, and regional balance 
with the balance of the whole country. In so doing, che state plans will further 
conform with reality and become more rational and effective. 


At present, there are various kinds of plans for economic regions. The reason 
why the northeast has decided to start with energy and communications projects 

i4 that energy is the biggest and most conspicious problem which has hampered 
economic development in the northeast. The problem of communications is closely 
connected with energy. According to statistics, at present the northeast lacks 
15 billion kilowatt-hours of electricity. This has affected 20 percent of the 
productive capacity. By placing the emphasis of our unified planning on energy 
objectives of speeding up the development of production and enhancing economic 
results. Therefore, the State Council has decided to establish a planning 
office in charge of energy and communications projects in the northeast. Various 
departments concerned and various provinces and regions have actively supported 
the decision. They have unanimously held that the State Council has made an 
expeditious and perfectly correct decision. Only by formulating plans, making 
unified arrangements, setting up rationally distributed system, and promoting 
yood points and avoiding the weak ones can we fully tap the economic potentials 
of the northeast. As fa . the system reform is concerned, this is an important 
reform of the planning sysiem. It will enable us to carry out planning work 
profoundly, and effectively integrate regional plans with the plans of the whole 
country, and regional balance with the balance of the whole country. In so doing, 
the state pluns will further conform with reality and become more rational and 
effective. 
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At present, there are various kinds of plans for economic regions. The reason 
why the northeast has decided to start with energy and communications projects 
is that energy is the biggest and most conspicious problem which has hampered 
economic development in the northeast. The problem of communications is closely 
connected with energy. According to statistics, at present the northeast lacks 
15 billion kilowatt-hours of electricity. This has affected 20 percent of the 
productive capacity. By placing the emphasis of our unified planning on energy 
and communications projects, we will be able to solve the essential problems of 
the northeast. Since this is a common desire of various quarters, there is no 
internal conflict between various regions and departments with regard to this 
issue. In the long run, energy and communications are main problems which should 
be solved. 


How should we grasp the problem of energy? We should first grasp energy exploi- 
tation. At present, the state is carrying out a number of key projects of energy 
and communications in the northeast and the four leagues in the eastern parts of 
the Nei Monggol. On the other hand, we should grasp the work of economizing on 
energy. Energy consumption in the northeast is the largest in the country, 
which accounts for 1/10 of the total energy consumption of the whole country. 
There are enormous potentialities for energy conservation in the northeast. We 
should effectively grasp technical reforms with emphasis pluce on energy conser- 
vation. It takes a fairly long period of time to complete new construction 
projects. At present, we should particularly emphasize the work of grasping 
energy conservation. 


Question: Have you any tentative plans for bringing the role of key cities into 
play? 


Answer: We should go about things in accordance with objective economic law, 
bring the role of key cities into play, and remove the barriers between depart- 
ments and regions at different levels, in order to establish rational economic 
zones and form economic network. All these are important contents of the economic 
system reforms in our country. Harbin, Changchun, Shenyang and Dalian are four 
big cities along the railway lines. They are important industrial cities and 
economic, scientific, technical, cultural and education centers. Therefore, we 
should bring the role of these four big cities into full play. We should aiso 
bring the role of Dalian port into full play, so that the northeast will 
establish ties with the world. We should also vigorously develop our economic 
and trade relations with foreign countries. In so doing, the economy of the 
entire northeast and Nei Monggol will be enlivened. 


Question: With regard to the development of international economic and tech- 
nical cooperation, what are the prospects for the northeast? 


Answer: We should persistently pursue an open policy toward foreign countries. 
This policy will remain unchanged in the whole country and in the northeast as 
well. We need to carry out economic and technical cooperation with various 
countries in the world on the basis of equality and mutual benefit. The north- 
east is rich in natural resources and has a fairly solid economic base. In- 
vestment environments and conditions are also good in the northeast. We wamnly 
welcome foreign capital and advanced technology provided by foreign countries in 
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order to promote the development of energy and communications projects and tech- 
nical reforms in old enterprises. In the past few years, we have achieved marked 
results in this respect. We should make more progress in the future. We welcome 
Japan, our neighboring country in the East, countries from North America, West 
‘urope, and other parts of the world, as well as Overseas Chinese, to contact 
various provinces in our region. We invite them to visit our provinces, make 
investigations and put forth their proposals in discussions in order to cooper- 
ate with the northeast. We are optimistic and are full of confidence in our 
prospects for international economic and technical cooperation. 


Question: Finally, could you tell us something about the work which the planning 
office is doing now? 


Answer: The planning office has just been set up and we have just started doing 
various kinds of work. In the future, we should first carry out investigations 
and studies, go down to various localities to get in touch with them extensively, 
collect firsthand materials, and listen to opinions raised by various quarters. 
After that, we will make specific plans. We are preparing to set up a consulta- 
tive center in charge of energy and communications projects in the northeast. 

We will invite experts from various quarters, scholars and workers with practi- 
cal experience to give counsel to planning work and carry out scientific dis- 
cussion on various important subjects. Through investigations and scientific 
exposition, we will be able to prudently formulate regional plan for energy and 
communications, which conform to practical conditions. 


Making plans for economic regions is a completely new kind of work. We have 
neither experience nor existing patterns to follow in this respect. Therefore, 
we should particularly stress the acts of emancipating the minds and being bold 
in carrying out exploration in order to break a new path. Although the north- 
east has many favorable conditions, there are a number of difficulties which 
should not be underestimated. Under the leaderhsip of the CPC Central Commi tee 
and the State Council, we are confident that we will be able to do our best to 
grasp our work well and make contributions to achieving the magnificent goals 

of quadrupling total output value of industry and agriculture by the end of 

this century. 


CSO: 4006/810 
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ECONOMIC PLANNING 


INLAND DEVELOPMENT KEY TO SHANGHAI'S ECONOMY STRATEGY 
Shanghai SHEHUI KEXUE /SOCIAL SCIENCES/ in Chinese No 6, 15 Jun 83 pp 2-4 


/Article by Chen Minzhi /7115 2404 0037/: "On Shanghai's Economic Development 
Strategy"/ 


/Text/ The 12th Party Central Committee has put forward an objective of a 

great struggle for the entire party and for all the people. If the nation is 

to quadruple output, what about Shanghai? This is an issue with which the 
people of Shanghai should be most concerned. This question is related to the 
direction of development, the scale, the speed, etc. of the future of Shanghai 
itself, and it influences the progress of the four modernizations. Thus we 

must explore this issue with a scientific attitude. Below I will make a prelim- 
inary analysis of this topic, and out of the disorder I hope to induce the 
reader to more deeply and systematically research this matter. 


A. We can more comprehensively observe and study Shanghai from an overall 
national overview than we can look at it merely from the regional view of 
Shanghai itself. Thus it is more appropriate to pose the question, "In the 
four modernizations and construction, how can we more competently and more 
fully bring into play the usefulness, the comprehensive industry, the port, the 
science and technology and the cultural base of Shanghai?" than it is the 
question "If the entire country quadruples output, what about Shanghai?" 


As is known to all, Shanghai, with 61,000 square kilometers of land, besides 
the fact that it is in an excellent geographic position--it faces the sea, and 
behind Shanghai are the vast hinterlands of the Yangtze River valley--has a 
deficiency of natural resources and it does not produce, or it produces very 
little, energy resources and industrial raw materials. Yet Shanghai is a 
processing base. Thus, in computing and formulating Shanghai's economic 

deve lopment strategy for the next 20 years, the following question must first 
be answered: Can Shanghai and ought Shanghai develop comprehensively without 
increased selecting and differentiating? 


I think that in calculating and formulating Shanghai's economic development 
strategy we must adhere to one fundamental principle: Shanghai must proceed 
from the overall principle of conforming with the reasonable composition of the 
country's macroeconomic results and productive forces. The special character- 
istic in which Shanghai is different from the average city is first and foremost 


13 

















that Shanghai is the Shanghai of the entire nation. When computing Shanghai's 
economic development strategy, we must calculate how to fully utilize the 
comprehensive economic base of Shanghai, and we must compel Shanghai to be able 
to bring into play the most beneficial effects of China's Four Modernizations 
and socialist construction. 


My answers to the above two questions are: 1. Shanghai's future economic 

deve lopment cannot comprehensively occur without increased selection, moreover 
it must advance and retreat. Shanghai must make room for the development of 

new kinds of industry, and must develop new products, new materials, new 
technology and new crafts. In order to induce Shanghai to be able to make 

room, Shanghai's industries must create conditions under which they can transfer 
inland. Shanghai must become a base for importing, digesting and popularizing 
advanced science and technology. My answer to the second question is: In the 
future Shanghai must undoubtedly continue to support China's Four Modernizations 
and construction using better and superior products, equipment, funds and 
qualified personnel. But emphasis must be laid on training and producing more 
qualified personnel. Of all the types of qualified personnel, emphasis must 
first be placed on qualified management. This is generally the key spot for 
improving economic results in every area of China (obviously we must coordinate 
using other effective measures). This is certainly another strategic goal for 
Shanghai's economic development. 


Clearly guiding and regulating its own strategic goals is important to Shanghai's 
economic development and should definitely not be taken lightly. 


Below I will attempt to prove whether or not the two 2aforementioned strategic 
yoals are accurate. 


8. A common ground already exists for all types of visualizations and concep- 
tions of Shanghai's economic development strategy. But we lack a comprehensive 
point of view, and we ignore the improvement of the level of China's entire 
industry. At present, China's prospects for economic development are just as 
Comrade Sun Yefang /1237 0396 2455/ pointed out in the famous last essay he 
wrote before his death. China can not entrust the hope of completing the great 
goal, raised by the 12th Party Central Committee of quadrupling industrial and 
agricultural gross national output by the end of this century, entirely to a 
limited amount of capital construction while neglecting the technological 
transformation and equipment renovation of nearly 400,000 industrial enterprises. 
The principle is quite simple: even if Shanghai first implements the Four 
Modernizations and becomes wealthy, and even if Shanghai (also including the 
coastal cities) exerts itself to the utmost to develop production, if there is 
not widespread improvement in the level of the country's industry then we will 
be unable to reach our goal of quadrupling output. 


To allow Shanghai to flourish, at least the following ideas must be included. 


1. Shanghai possesses a scientific and technological superiority, and it also 
occuples a leading position in its ability to adopt new technology, utilize new 
raw materials and produce new products. Shanghai has all the conditions to 
truly become a base for importing, digesting and popularizing advanced science 





and technology. It can spur the development of China's industry, and carry the 
level of China's industry to a new level. But in order to accomplish this we 
must create new conditions and compel Shanghai's industry to accommodate in 
other ways. 


[he purpose of this so-called accommodation is to amass the necessary labor, 

equipment and other indispensable material prerequisites within a set time 

period, and to engage in all types of testing and exploring in the realm of 

oroduction., In this type of situation, besides any production tasks, it is 

extremely difficult to avoid influencing a set amount of produciton output and 

profits (certainly, it is even better if production output and profits are not 

iffected). This temporary retreat is in preparation for an even greater leap 

forward, and is in accordance with the objective law of the development of 

things. Thus we must accomplish this with resolution, w 


2. Shanghai's industries must both advance and retreat, and a few of them must 
yradually be shifted inland. There are products that the interior regions of 
the nation are already able to produce and for which they have already reached 
a certain level. Shanghai must not only allow this, but must spare no effort 
in supporting (not competing with) and helping these producers to improve to a 
new level. That is to say that with the inland movement of industries, there 
should also be a cooperative transfer of advanced technology and experience. 
‘his way, not only will Shanghai be able to accommodate others, but it will 
also spur the development of inland industries. 


}. The gradual transfer inland of products and industries from Shanghai should 
proceed from a reasonable distribution of national macroeconomic results and 
productive forces. As was mentioned earlier, Shanghai is an industrial processing 
base. It relies on other parts of the country for the import of energy resources 
and raw materials. In the future, if Shanghai's industry does not selectively 
ind with differentiation develop in an allround planned way, then it certainly 
will have to import many times the present scale of energy resources and raw 
materials, and many times the present scale of products will have to be trans- 
ported to markets throughout the country. In the past, because the industries 

of the interior were not yet developed they had to depend on Shanghai's many 
different products to satisfy the needs of their consumer market; this is true, 
therefore, if we continue with this type of situation in the future, there is 

no way we will be able to consider it to be still reasonable. Doing it that 

way, how could we possibly change and improve our imbalanced economic development 
ind the level of the industries of the interior regions? 


4. In the future, Shanghai's industrial development must both advance and 
retreat, and under the proper circumstances it must transfer inland. Adopting 
this strategic measure is a necessity for the city of Shanghai. In the more than 
30 years since the founding of our nation, the original city of Shanghai 
(excluding certain satellite towns that have sprung up) has basically had no 
change in the overall deployment of its industry. Conversely, due to industrial 
deve lopment, the original city has already acquired an overcrowded aspect (some 
describe this as "“overindulgence indigestion"). Thus, concerning Shanghai's 
future economic development, we must fully ponder the problem of the city’: 
capacity. 
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C. Why do [I think that of the four traditional forms for assisting China's 
construction, namely--products, equipment, funds and qualified personnel, that 
the export of qualified personnel is the most effective and superior form? 


Improvement in the level of the peasants’ wealth and the requirements of the 
domestic market are particularly going to develop by leaps and bounds following 
the economic development of China and with an increase in the income of the 
people. It would certainly be welcome if Shanghai could supply China's market 
with more goods of superior quality and low prices. But it is clear that even 
if Shanghai exerted itself to the utmost to develop production, the amount of 
products that it can supply is, after all, limited, and in this way they would 
not be helping to improve the industries of the inner regions. 


It is certainly more significant to supply more equipment and funds for the 
development of China's economic construction than it is to simply supply more 
products that suit the needs of the market. Because we utilize this equipment 
and these funds, we can bring about reproduction on an extended scale, produce 
even more products for society, and contribute even more wealth and accumulation. 
However, if we merely depend upon equipment and funds and do not combine produc- 
tive forces with another important element--namely, labor--we will neither produce 
products nor be able to create actual productive forces. Experience has proven 
that even if we have excellent equipment, yet if we are unable to combine labor 
forces with a superior intelligence system and an advanced level of technology 
and management experience, and we do not produce nice products at low prices, 
then we cannot achieve excellent economic results. 


At present, low economic results are an important pr~>lem for China's economic 
development. There are many complex sides to this problem. In addition to 
such disadvantageous factors as prices, communication and transportation, 
conditions for cooperating, etc., subjectively speaking, disorganized management, 
irrational organization of production (large and complete, small and complete), 
low level of téchnology, and other factors are all important reasons for low 
economic results, and in a few areas and enterprises these will continue to be 
important reasons. This is why one enterprise receives good economic results, 
and another from the same area or city does not do as well. In short, the 
problem of low economic results cannot be solved by producing more products 
with which to supply the market, or by providing more equipment and funds. The 
human factor will begin to have a decisive effect on the size of the economic 
results. The human factor, an intelligent structure, the level of technology, 
and the organizational conditions and ideological conditions of an enterprise's 
labor forces are related to the experience, competence and style of the enter- 
prise's leaders. In real life we often see the following example: one enterprise 
with outstanding equipment makes a mess of everything because of its leaders’ 
mismanagement and faulty administration. Another enterprise with outdated 
equipment and many deficiencies is nonetheless successful because of its 
intelligent and capable leaders. It is apparent that if we merely have the 
material factors and are missing the human element, then we cannot shape real 
productive forces and cannot create outstanding economic results. 


[In looking into this point, I feel that Shanghai must truly give attention to 
and stress the effect of qualified personnel in a planned manner because this 
is generally the most effective and most forceful channel and measure for 
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improving China's economic results. In 1980 in a letter to Comrade Sun Zhifany 
{ pointed out that in order to get a grip on China's economic results we should 
“organize all of the most experienced and most competent managers, factory 
directors, technical personnel and engineers from the business sector and send 
them to the backwards enterprises to specifically help, and we should set a 

time limit within which they must be successful." I continued: "In the next 
few years the central authorities, using readjustment as a significant and 
essential time period, must exert effort to grasp this point, and they should 
not let go until they have actual results." I feel that this idea is not only 
applicable today, but will also be applicable in the future. Merely possessiny 
modern material equipment will not work in carrying out the Four Modermnizations 
and construction, We must truly have modern and knowledgeable qualified personne! 
to utilize, manage and administrate, to be able to create actual productive 
forces and to be able to produce outstanding economic results in order to create 
more wealth and accumulation for society. Training and sending out qualified 
personnel is more important than supplying equipment because technical personne! 
are able to utilize the material conditions of a specific place to create new 
technology, equipment and products. It is similar to a hen that is able to 
produce more eggs. 





Sianghai has the conditions under which to train and send out qualified personnel. 
shanghai presently has approximately 1 million retired workers, among whom, 
besides those who have completely or partially lost their ability to work, there 
are many who retired a few years earlier than expected so their children could 
replace them. Among these people many are qualified personnel possessing al] 
kinds of specialized knowledge and relatively abundant experience. If we can 
lead and organize these people and then appropriately make use of them, we will 
be able to achteve satisfying results in improving the level of the inland 
industries and in changing the economic results which are too low, and in other 
ispects. At present Shanghai has 51 institutions of higher learning, 585 

‘tural science research organizations and more than 262,000 scientific and 

inical personnel. In the future we must plan to train and send away a]}1 

types of specialized qualified personnel. We must do this completely in order 
to suit the demands of China's four modernizations and construction. 


Dv. China is country with vast territory. Due to geographic and historical! 
reasons there exists in China the absolutely unreasonable situation of a contra- 
diction between the distribution of natural resources and location of productive 
forces. China's natural resources, including water resources and all types of 
miterial resources, are distributed in the southeast and southwest regions in 
which transportation is not developed. Yet industry, owing to historical 
reasons, is located on the eastern seaboard. These circumstances create an 
extremely imbalanced situation for economic development in China's territory. 
Although the southwest and northwest territories have abundant natural resources, 
for the time being they lack the conditions for development. Although the 
eastern coastal region has relatively developed productive forces, it suffers 


‘rom the fact that the place of production is far from natural resources. In 
short, China's industrial level is still backwards and its economic results stil! 
deficient. China's greatest task in carrying out the four modernizations ar‘ 


construction is to gradually bring about a fundamental change in this imbalanced 
Situation 


17 











[If we were to say that over 30 years we have had no choice but to use the 

limited industrial base of our coastal cities as a starting point, and to first 
construct these few coastal cities so they might become an industrial base we 
could rely and depend on, that we relied on these cities for the production of 
consumer goods with which to supply the domestic market, and relied on them to 
accumulate funds for the construction and development of the industries of the 
interior regions, and to supply all kinds of equipment for equipping the interior 
industries, and to supply qualified personnel for the construction of the 
interior, then there has already been a great change in the present situation. 
Today it ie even more important that we demand that the coastal cities (that 
certainly includes Shanghai) quickly‘transfer their technology and experience, 
induce the production levels of the interior industries to improve to a proper 
level as quickly as possible, and rapidly bring the potential of the present 
industrial base of the interior regions into full play, and induce the interior 
regions to assist in supplying the national market with products and in providing 
accumulation. Comrade Ning Yushan /1380 3768 1472/ said it very well: "If 

the present situation does not change, every year Shanghai will have to produce 
and supply 100 million pairs of socks, 100 million towels, and even ink. If 
Shanghai's burden to the entire nation is too large, then this will restrict 
Shanghai from developing high-quality, superior and top-notch products." "It 

is clear that if the coastal cities do not assist the interior industries, they 
will not be able to shake off their burden, and it will be extremely difficult 

to have new breakthroughs and beginnings on this original base." The situation 
is like this; at present in the over 200,000 industrial enterprises in the interior 
regions there is a problem of how to digest and how to fully bring into play 
their usefulness and potential. The development of inland industries, especially 
the light textile and consumer products industries, ‘s identical to new break- 
throughs in the realm of technology and production in the coastal cities. As 

the industry of the interior regions develops, it can then accommodate new 
breakthroughs in the realm of technology and production from the coastal cities. 
Once the coastal cities grasp new technology and open up a new field of produc- 
tion, they in turn can upgrade the industry of the interior to a new level. It 
is clear that this is the only way China's industry can comprehensively develop 
ind prosper. With an industrial base in the interior regions we can then further 
open up the outlying districts. This way resplendent and glorious prospects 

for China's economic development will unfold before our eyes. 


12437 
CSO: 4006/709 
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ECONOMIC PLANNING 


SHANGHAI'S INDUSTRIAL DEVELOPMENT EXAMINED 
Shanghai SHEHUI KEXUE /SOCIAL SCIENCES/ in Chinese No 6, 15 Jun 83 pp 5-6 


/Article by Xu Fulan /1776 1381 6031/ of Tongji University: "The Manner in 
Which Shanghai's Indust rial Produciton Should Take the Road to ‘Intensive’ 
Reproduction on an Extended Scale"/ 


/Text/ What really is intensive reproduction on an extended scale? Why should 
China's economy promote "intensive?" How should we use “intensive” as the key 
to reproduction on an extended scale? I will attempt to discuss these points 
based on Shanghai's circumstances. 


(I) Improved Efficiency Is the One Indication of Intensive Expanded Reproduction 
on an Extended Scale 


What really is intensive reproduction on an extended scale? What, after all, 
are its scientific implications? Some people consider the source of funds to 

be the sign of the difference between "intensive" and "extensive." We know 

that depreciation funds are the values extracted from the fixed assets in the 
form of money. Marx said: Depreciation funds "can be used as new fixed capital 
(floating capital) investments." ("The Theory of Surplus Value," Vol 2 p 548.) 
From this it is clear that there is no difference between "intensive" and 
"extensive" as far as the source of capital is concerned. 


Some people feel that exceeding the limits of original factories and building 
new factories is "extensive," but that making technological advancements, 
improving management, and adding investments, equipment and labor forces in 

the original factory are all "intensive" expansions of reproduction. This 
distinction only looks at this question from a geographical position, and does 
not comprehend the crux of the matter. For example, a large factory with a 
circumference of several hundred mu can increase the scale of production within 
the bounds of the original factory, or a small factory “moving heaven, earth 
and the walls" can expand the scale cf reproduction, but if only the measure of 
the input factors of production are increased and there is no improvement in the 
quality, although this is considered intensive expansion of reproduction, in 
theory it is not in accordance with Marx's original intention, and in practice 
can not really bring about improvement in the rate of labor productivity. 
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Some people feel that expanded reproduction is realized either through capital 
construction or technological transformations, and they consider this to be the 
indicator of the difference between “intensive” and “extensive.” The original 
meaning ot technological transformation was, over the road of technical advance- 
ments, use new technology, equipment, materials, crafts and products to replace 
old technology, equipment, materials, crafts and products, and thus improve 
economic results. Actually, Shanghai has many enterprises engaging in technical 
transformations, and still lays particular emphasis on increasing the volume of 
the input factors of production in order to increase productive capability. 

Yet the technologically backward appearance of the enterprise has not really 
changed. It is a technical transformation in name only, in truth it is "“exten- 
sion" inside the factory. Thus one can not make the sweeping statement that 

any measures and projects involving technical transformations should all be 
categorized as “intensive” expanded reproduction. 


Then, what is the indicator that tells whether expanded reproduction is "exten- 
sive" or "intensive?" We feel that, in accordance with Marx's theory of expanded 
reproduction, whether or not the efficiency of the factors of production is 
improved is the one indicator of the difference between "intensive" and "exten- 
sive." Mar» said: The steady annual expansion of production is due to two 
factors: 1) it is due to the continuous increase of funds put into production, 
and 2) it is due to the continually improved efficiency of the use of funds.” 
("The Complete Works of Marx and Engels," Vol 26 part 2 p 598.) "If the place 

of production expands, then it is extensive expansion; if the efficiency of the 
means of production improves, then it is intensive expansion." (Das Capital, 

Vol 2, p 192.) Marx directly connected tne difference between the two categories 
of expanded reproduction to improving the efficiency of the means of production: 
this is an essential starting point. Therefore, if ciie place of production is 
expanded, or the amount put into the important factors of production is increased, 
or if the method of ‘ncreasing manpower, equipment and area is employed, even 

if the funds and depreciation funds used are from the factory's own department 

or work unit, or something happened within the bounds of the original factory, 

or a2 so-called technical transformation project took place, no matter what, 

all of these must be labeled “extensive” expansions of reproduction. If relying 
on advancement in technology and production, improving organization and manage- 
ment, or if improving the ability to use a relatively small amount of labor to 
achieve relatively large use value, and if depending on the improvement of the 
efficiency of labor and means of production in order to expand the scale of 
production, then it truly is "intensive" expansion of reproduction, 


As soon as some comrades talk about "quadrupling output,” they immediately focus 
on building new factories and doing things on a large scale, but never pay much 
attention to technical transformations and management and administration in the 
existing enterprises. We must comply with the spirit of the 12th Party Congress, 
firmly establish the concept of "depend on ‘intensive,’ take a new route,” and 
be supportive in regarding the improvement of economic results as essential. 


First, the improvement of labor productivity is the basic route of Marxist 
expanded reproduction. We must increase the volume of essential factors of 
production in order to develop production. Yet this will often be restricted 
by natural resources, land, national strength and other objective conditions; 
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the "extensive" can not be unlimited. Moreover we can not improve society's 
economic results merely by expanding the scale of production. Expanded "“inten- 
sive" 
We must improve economic results, (1) by continually improving the quality of the 
essential factor of production, that is, make advancements in technology, and 
(2) by improving the benefits of the utilization of the factors of production, 
that is, improve organizational management of production. When we continually 
employ advanced technology and improve management and administration, and 
through the least possibie expenditwre of live labor consumption and of materia! 
produce more products that suit the demands of society, only then will we be 
able to continually improve economic results of the entire economy. 


From a historical view of both China and the world, “intensive” is the road we 
must follow for development. After World War II, due to the growth in the 
advancement of technology, the rate of growth of GNP was approximately 60 percent 
for Japan, 47 percent for the United States, 56 percent for West Germany and 

93 percent for Great Britain: all possess a decisive significance. In the 
early years of the People's Republic, due to an extremely weak industry, we 
emphasized the construction of a group of core enterprises. At first it was 
necessary to emphasize extensive expansion of reproduction. Presently there 
are 380,000 factories in China, but every year we are only capable of building 
1,000 large and medium-scale projects. Under these circumstances, if we mainly 
entrust our vigorous economic development to the construction of relatively 
advanced enterprises with a small amount of technology, and if the situation in 
the great majority of old enterprises remains the same, then the entire national! 
economy will be unable to noticeably improve its economic results. In order to 
vigorously develop the economy we must have a firm foothold on the technical 
transformations and scientific management of the existing enterprises. At the 
same time we must build and expand in a planned manner, especially energy 
resources, communications, and other key construction projects. This is an 
important strategic question. 


From the viewpoint of the actual conditions of Shanghai's industry, it seems 
increasingly imperative that we depend on "intensive" and take a new route. 

The main reasons that we have not been producing good enough economic results 
are: (1) The grave deterioration of industrial equipment, production technology 
and products. For example, about half of the equipment for Shanghai's industry 
dates from the 1930's and 1940's, and nearly half is from the 1950's and 1960's. 
Only a small amount is of the 1970's’ level. (2) A large group of workers have 
retired, and the level of technology has dropped somewhat. Since 1966, 60 
percent of the labor force has worked in light industry. Because for a long 
time they did not heed training, especially during the turbulent 1960's, the 
average technical level of Shanghai's workers dropped from grade-4 before "The 
Great Proletarian Cultural Revolution" to its present grade 2.5. (3) Sclence 
and technology are seriously out o line with production. Shanghai has an 
extremely strong scientific and technical contingent, but for a long time they 
have ignored “developmental research” in scientific research and production 
mediums. Many achievements in scientific research stop at the "gift, sample 
and exhibit” level, and form, with production, "two pieces of leather," and 
cannot be transformed them into actual productive forces, (4) Enterprise 
management is relatively chaotic. According to statistics from early 1982, in 
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reproduction is established on the basis of continually improving efficiency. 











more than 1,800 state-run factories in Shanghai, 57 percent did not possess 
adequate original /managerial/ records; 38.2 percent had inadequate control of 
raw material quotas; and 47.7 percent had incomplete manhour quotas. Some 
factory leaders are only concerned with output valie and volume, and they neglect 
quality, variety, cost, consumption and economic results. These problems clearly 
orove that Shanghai's industrial production urgently needs to change the back- 
wards situation of its technology and management. Both guiding principles and 


actual work must be shifted so that “intensive” is the key to expanded reproduction. 


(III) The Main Way To Realize "Intensive" Expanded Reproduction 


There are many aspects to using “intensive” as the key for reproduction on an 
expanded scale. Based on the experience that the masses of this city have 
already created, I will roughly summarize with the following major aspects. 


(1) Restructuring the Economic System, Improving the Enthusiasm of the Workers. 
de must link the workers’ total income to management results. When profits 
exceed or fail to meet the quota, then the workers’ wages should proportionately 
increase or decrease progressively. The economic system for esponsibility 
should be implemented at the level of the individual, and wages should be 
calculated according toc both the enterprises gains and to each worker's gains. 
We should not engage in egalitarianism. For instance, the Friendship Luggage 
factory 1s a specialty factor which produces backpacks and suitcases and sells 
them tn Japan and West Germany. Originally its enterprise management was 
chaotic, the quality of products was inferior, their delivery was delayed, and 
all of this seriously affected their reputation abroad. In June of last year 
they established a system of personal responsibility on every level. For 

each station they check and ratify an average sdvanced quota. For every one 
percent that the quota is exceeded wages increase one percent; for every one 
percent under quota, one percent is deducted from wages. Through this readjust- 
ment they spurred each enterprise management system to correspondingly keep pace, 
to promote quick improvements in product quantity and quality, and ensure prompt 
delivery. 


(2) Adopt Technical Transformations, Continually Improve the Quality of the 
Means of Labor. To continually improve the quality of the means of labor is 
also to make great improvements in economic results. For instance, the Shanghai 
Glass Products Industrial Corporation examined their own business’ key equipment 
and made five transformations in their kilns. They gradually changed the old 
"direct fire method" to an automatic control "complete heat preservation method.” 
They sent personnel to study in Japan, and they discovered 24 disparities for 
which they gradually made improvements. Unit fuel consumption decreased 40 
percent for this business, and production output increased 100 percent. Another 
example is the Shanghai Shipyard, which after accepting contracts to build a 
large number of ships for export, used more than $2 million to import the "su 
er shou" /phonetic/ diesel patent, a steel plate pretreatment assembly line 

and other technical equipment. They adopted the policy of “using imports to 
support exports,” and “using exports to support imports,” and they steadily 
improved the level of their shipping products. 


(3) Improve the Utilization Benefits for Objects of Labor. Labor objects 
include natural materials of the natural world and other labor products. At 








present, due to great developments in science and technology, people are creating 
extremely rich and varied new materials which nature is not able to directly 
provide, such as synthetic fiber, synthetic rubber, plastic, high-strength 

alloy steel and other materials. We can improve production efficiency with the 
deep processing of raw materials, the utilization of new materials, and the 
multipurpose use of leftover waste materials. As time goes by, more and more 
attention is being paid to such matters. Shanghai's Xuhui district has a 
specialized cooperative for the recovery of tin waste materials. They take 

450 tons of tin residue and tin ashes from more than 30 factories, and they 

smelt this into 19 tons >f pure tin which can be reused in production. Calculating 
that 1,000 tons of tin ore produces 1 ton of pure tin, then the cooperative's 
output is equal to that of 19,000 tons of tin ore. From this it is clear that 
our potential is extremely large. 


(4) Strive to Develop Training, Continually Enhance the Quality of Work. Only 
those working ranks who possess a scientific and cultural knowledge can skillfully 
use technical equipment and improve economic results. For example, in the 
Shanghai Resistor Factory, many workers could not read blueprints and could not 
grind cutting tools, and the quality of products was very low. Afterwards 

this factory vigorously promoted education classes after work, and they required 
that a grade-3 worker have an elementary school diploma, and that a grade-4 
worker attain a high school-level education. Whoever does not pass a technical 
proficiency test will he transferred from the technical work stations. This 
way, many workers will work by day and study by night, and the technological 
level of production and the quality of products in the entire factory will 
quickly improve. 


(“) Closely Combine Scientific Research and Production, Cause the Results of 
Scientific Research to Be Transformed into Actual Productive Forces. In 
improving the efficiency of social reproduction we must decide to utilize the 
accomplishments of modern science and technology, and cause the results of 
Scientific Research to be transferred into actual productive forces. 


Some plants and industries have, on their own initiative, fought for cooperation 
with scientific research units, and thus renewed the face of production. For 
instance, the Shuguang Machinery Plant is a small plant weak in technology, but 
it undertook research in high-vacuum technology in association with the Atomic 
tnergy Research Institute and Fudan University: over the past 20 years they 
have developed 123 new products, some of which have attained advanced international 
levels. Research work should focus on economic construction and instigate 
unceasing progress in production technology. Thus, the Shanghai Materials 
Research Institute emphasizes the development and applications of the results of 
research: "soft graphite” is a new material with very great sealing powers; the 
Shanghai Refinery began using it and found it capable preventing leaks of 
liquids and gases from pipesystems. 


(6) Tighten Up Organization And Management Of Production Within The Enterprise. 
The quality or lack of quality in the organization of production and the manage- 
ment of administration of enterprises has a direct effect upon the development 
of the economy of the entire nation. Several units in Shanghai have achieved 
remarkable results in this area. Some, through reorganization, have increased 
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efficiency. For instance, the Instruments Bureau last year issued "target 
' for 170 types of products, and in coordination with this adapted a 


' 
COSTS 


series of measures; it 1s estimated that costs will decrease 30 million yuan 
over a | year period, 
Summing up the above, it 18 obvious that there are many ways to expand intensive 


reproduction, and the difference between intensive and extensive is obvious. 
Naturally, in the reality of work, intensive expansion of reproduction cannot 
proceed independently and must be coordinated with the necessary extensive 
aspects. If we emphasize persistently intensive expansion both in leading 
ideology and in concrete measures and at the same time carry out the necessary 
extensive measures, we will certainly be able to enter onto a new path and 
attain the strategic goal of economic construction. 


1243 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


JILIN ECONOMIC RESULT INCREASE--Industrial enterprises of Tonghua Prefecture, 
Jilin Province, have achieved simultaneous progress in production speed and 
economic returns and the progress of economic results has been much greater 
than that of production speed. In the January-July period, industrial enter- 
prises whose products are under the state unified plan scored an 18.2 percent 
increase in output value over the figure of the corresponding 1982 period and 
an 1.78-fold increase in profits. The 52 percent of enterprises that had 
suffered losses switched their deficit to profits that accounted for 44.5 
percent of their total increased profits. [Excerpts] [Changchun Jilin Pro- 
vincial Service in Mandarin 1030 GMT 30 Aug 83 SK] 


LIAONING MACHINERY-PROCESSING ENIERPRISES--Thanks to the application of modern 
scientific managerial methods, the 620 machinery processing enterprises in 
Liaoning Province have experienced a remarkable increase in output value and 
profits. In the first half of this year, total industrial output value of 
these enterprises was 2.3 billion yuan and some 172 million yuan of profits 
were netted, increasing by 24.5 percent and 89.9 percent respectively over 

the corresponding 1982 period. [Summary] [SK030334 Shenyang Liaoning Pro- 
vincial Service in Mandarin 1100 GMT 27 Aug 83] 


CSO: 4006/810 
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ECONOMIC MANAGEMENT 


HEITLONGJIANG CPC COMMITTEE HOLDS WORK CONFERENCE 
SKO40945 Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 3 Sep 83 


[Excerpts] The provincial CPC committee held its work conference from 25 
August to 3 September to implement the important decision of the CPC Central 
Committee on amassing financial and material capacities to ensure the top- 
priority projects, to study Deng Xiaoping's Selected Works and to make arrange- 
ments for the work in the coming winter-spring period... 


During the session, Comrade Hou Jie, on behalf of the provincial CPC committee, 
made the report entitled: "Strive to Raise Economic Results, Ensure the 
Amassment of Financial and Material Capacities and Make Still Greater Contribu- 
tions to This Year's State Top-Priority Projects." Twelve responsible comrades 
of the departments concerned at the provincial elvel delivered speeches on 
special topics. Comrade Li Lian summed up the conference. 


The conference maintained: The strategic decision of the CPC Central Committee 
on amassing financial and material capacities to ensure the top-priority pro- 
jects has a bearing on the future of the four modernizations and on the basic 
interests of the people across the country and, thus, has a far-reaching 
significance. 


The conference held: The fundamental way out for the amassment of financial 
and material capacities lies in the improvement of economic results and in the 
guarantee for expanding financial resources. Our province's conditions for 
industrial and agricultural production are relatively good and its potential is 
very great. However, over the past few years, our province has not only fallen 
behind other provinces in the growth rate, but also has been backward in 
economic results. 


The provincial CPC committee and the provincial people's government have decided 
to adopt resolute measures and mobilize the people across the province to work 
hard to bring about an upswing in economic results. At present, the major way 
is to strengthen the macroscopic decisions, practice well reorganization and 
integration proceeding from readjustment and solve the problems of irrational 
distribution, ill-considered production, duplicated production and serious de- 
ficits. The first priority should be given to the key trades and key products. 
From now on, most of them should formulate their plans and their plans should 

be fixed by the end of the year and be put into practice beginning in the next 
year. In the microscopic field, it is necessary to raise the quality of enter- 
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prises, further strengthen the management and operation, develop production, 
practice economizing and oppose losses and wastes. Particularly, we should carry 
out technological transformations among enterprises, promote enterprise produc- 
tion on the basis of new technology, new equipment, new techniques and new 
materials, improve the quality, variety and level and strive to raise the 
competitive capacity of products and raise enterprises’ capacity for meeting 

an emergency. 


The conference maintained: To ensure the implementation of the decision of the 
CPC Central Committee, it is necessary to institute the system of leaders at 
all levels designated to undertake responsibility. In particular, the scope 

of capital construction should be controlled. In the province, prefectures, 
cities and counties, the governor, assistant directors, mayors and county heads 
should assume responsibility. At departments, department heads and bureau 
directors should undertake responsibility. Those who do a good job should be 
commended and those who fail should be criticized. Those who cause serious 
wastes should be called to account &nd be severely dealt with. 


CSO: 4006/810 








ECONOMIC MANAGEMENT 


CHEN WEIDA ADDRESSES INDUSTRIAL RALLY 2 SEPTEMBER 
SKO30501 Tianjin City Service in Mandarin 1430 GMT 2 Sep 83 


[Excerpt] This morning, the municipal CPC committee and the municipal people's 
government held a mobilization rally of industrial and communications enter- 
prises on increasing income by increasing output, urging the entire party, the 
people across the municipality, and various departments to be immediately 
galvanized into action to make concerted efforts to do a good job in various 
tasks in line with the central task of increasing economic returns and to strive 
to ensure the fulfillment of the state's 1983 financial assignment. 


The central rally hall was at the municipal people's gymnasium and its supple- 
mentary sites were the first workers’ cultural palace and the assembly hall of 
the municipal scientific and technological association. Attending the rally 
were leading comrades from the municipal CPC committee, the municipal people's 
government, and the municipal people's congress standing committee including 
Chen Weida, Zhang Zaiwang, Li Ruihuan, Wu Zhen, Tan Shaowen, Xiao \uan, Yang 
Jingheng, Song Zhenchun, Wang Juxing, He Guomo, (Ye Lichu), Yao Jun, Mao Changwu, 
Li Zhongyuan, Lu Da, Xu Ming, Yang Jianbai and Han Tianyao; responsible comrades, 
of party, government, trade union and CYL organs; chief engineers and accoun- 
tants from various bureau on industrial communications, capital construction, 
commercial and foreign trade fronts and from major plants and factori ;; and 
responsible persons from the party committees of various districts, counties 

and bureaus, the people's governments of various districts and counties, the 
municipal and county mass organizations, the higher educational institutions, 

and from various scientific institutes--more than 8,500 persons in all. 


Comrade Zhang Zaiwang, secretary of the municipal CPC committee, presided over 
the rally. On behalf of the municipal CPC committee and people's government, 
Li Ruihuan, secretary of the municipal CPC committee and mayor of the munici- 
pality, delivered a mobilization speech entitled: "Be immediately galvanized 
into action to increase economic returns so as to successfully fulfill the 
state's 1983 financial assignment.” 


Chen Weida, first secretary of the municipal CPC committee, made an important 
speech in which he stated: [sentences indistinct] not only have they not ful- 
filled the target set forth in the annual plan, but also their record has been 
much lower than the previous peak. If we fail to resolutely adopt effective 
measures, we would be in danger of failure to fulfill the annual [word indistinct] 
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plan this year. This is an important and serious problem. In order to ensure 
the fulfillment of [word indistinct] state's 1983 financial assignment, leading 
personnel at all levels should heighten their spirit and make concerted efforts 
in doing their work. By conducting the powerful work of politics and ideology, 
we should arouse the vast masses to deeply understand the current situation and 
to realistically improve tehir workstyle. It is necessary to implement the 
system of personal responsibility and to be clear about what is to be commended 
and what is to be punished. Various bureaus and departments should support 

and show concern for industrial production and make their due contributions to 
promoting industrial production and ensuring the fulfillment of the state's 
1983 financial assignment. 


In his speech, Comrade Chen Weida stated: Efforts should be made to upgrade 
the quality of existing enterprises and to increase economic returns. This 
requires the entire party to make concerted efforts to vigorously engage in 

the drive for reform and enterprise consolidation and to accelerate the progress 
of the drive. Efforts should be made to place the emphasis of economic work on 
the task of concentrating on increasing economic returns. All party cumrades 
should do their best at work in an effort to serve the program of building the 
four modernizations and the task of increasing economic returns. By no means 
shall we regard the task of increasing economic reutrns as the pure work of 
economic departments. Meanwhile, it is necessary to establish or improve var- 
ious contracting systems. Leading personnel [word indistinct] levels should go 
deep into the forefront in order to actively change their workstyle, to do a 
good job in investigations and studies, and to study a new situation and solve 
new problems so as to ensure the fulfillment of the state's 1983 financial 
assignment. 


Speeches were delivered at the rally by vice chairman of the municipal trade 
union council (Huang Zhirou) on behalf of the municipal CYL committee, the 
municipal women's federation, and the municipal trade union council and by 
deputy director of the propaganda department under the municipal CPC committee 
(Li Dengrong) on behalf of the municipal-level organs. 
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ECONOMIC MANAGEMENT 


HUNAN CALLS FOR BOLDNESS IN ECONOMIC WORK 
HKO81006 Changsha Hunan Provincial Service in Mandarin 1100 GMT 7 Sep 83 


["Short" commentary: "Get a Good Grasp on All Items of Work Boldly and On Our 
Own Initiatives," ] 


[Excerpts] The work conference, which was recently held by the provincial CPC 
committee, demanded that leaders at all levels throughout the province get a 
good grasp on work in the last 4 months of this year boldly and on their own 
initiative, achieve results most quickly, and fulfill all economic quotas for 
this year. 


To get a good grasp on all items of work boldly and on their own initiative, 
leaders at all levels must first have a good spiritual state. At present, 

the structural reform of organs at the provincial level and the prefectural 

and city structural reform in our province have been basically completed. The 
structural reform in the second-rank provincial organs and all counties and 
cities has begun or is about to begin. Leaders at all levels must correctly 
understand the significance of this reform and correctly handle well the re- 
lationship between reform and production and work. In places where leading 
zroups have been provided, leading comrades must devote their main energy to 
economic work and strive to promote the economic work of their own places and 
departments. In places where the structural reform is being carried out, young 
and elderly cadres must be closely united, work together with one heart, be 
boldly responsible, and grasp reform on the one hand and production and work on 
the other, to ensure that reform on the one hand and production are carried out 
simultaneously. In places where the structural reform has not been carried out, 
leading comrades must set store by the great cause of the four modernizations, 
take a correct view of all problems, shoulder the heavy burden, and get a grasp 
on production and all items of work on their own initiative. 


To get a good grasp on all items of work boldly and on our own initiative, we 
must effect a great change in the leadership style and the leadership method. 
We are now confronting a very new situation and many new problems. Leaders at 
all levels must so deep into the practice of industrial and agricultural pro- 
duction and into the masses to conduct investigation, to launch pilot projects, 
and to work on the spot. They must exercise direct leadership and help grass- 
roots in a down-to-earth manner to solve some specific problems in production. 








There are less than 4 months left in this year. Getting a good grasp on the 
work in the last few months plays a key part in winning a complete victory in 
this year's work and developing the excellent situation in the whole province. 
Beginning now, we must grasp it firmly day after day. 


We believe that as long as leaders at all levels throughout the province grasp 
the work of their own places and departments boldly and on their own initiative, 
like the members of the new leading groups of the Changde Prefectural CPC Com- 
mittee and commissioner's office, there are great prospects for creating a 
brand-new situation in our province's industrial and agricultural production 

and all items of other work. 


CSO: 4006/810 


3] 








ECONOMIC MANAGEMENT 


TAX IN PLACE OF PROFIT DELIVERY VIEWED 
HKO71441 Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 83 pp 51-55 


[Article by Liu Zhicheng [0491 1807 6134] of the general taxation bureau of 
the Ministry of Finance: "'Problems Concerning the Substitution of Tax for 
Profit Delivery of State-Owned Enterprises'--written May, 1983"] 


[Text] The substitution of income tax for profit delivery of state-owned 
enterprises is a strategic measure to readjust the financial relationship 
between the state and our state-owned enterprises in such a way that 
distribution may fully play its role in promoting the national economy and 
enterprises all over the country will be stimulated to display initiative 
and is, therefore, an important step in the current reform of the economic 
system. The nationwide implementation of this policy will have a great and 
profound effect on our economic growth. Since this work implies a change of 
our decade-old work habits and a redistribution of powers among many depart- 
ments, it is a far-reaching, fundamental, and important reform. 


|. The Substance and Significance of the Substitution of Tax for Profit 
Delivery of State-Owned Enterprises 


On the surface, when a state-owned enterprise pays income tax instead of 
delivering profits to the state, it merely adopte a new form of payment out 

of its financial revenue. But the shift to this new form is rich in subscance 
and has great significance. 


First, it represents a great change in the relations of distribution between 
the state and state-owned enterprises. 


Whether the profits of a state-owned enterprise should be subject to central 
control or bipartite distribution is an issue of which the heart is whether 

the state-owned enterprise should be given the status of a relatively inde- 
pendent operator of commodity production. Marxism holds that only when the 
relations of production suit the level of productive forces can social produc- 
tive forces develop rapidly. The relations of production include ownership 

of the means of production, the relations of distribution, and the relative 
status of an individual in production. Once the issue of ownership is settled, 
the relations of distribution become an important element of the relations of 
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production. Only if we base our current relations of distribution on the 
recognition that the enterprise and its employees have rights in distribution 
and have control over their share of profits can we mobilize all the positive 
factors of having given due consideration to the economic interests of all and 
can the relations of distribution enhance our economic growth for meeting the 
requirements of the development of our productive forces. The very purpose of 
substituting payment of income tax for delivery of profits by state-owned 
enterprises is to do away with the system of centralization of receipts and 
expenses and the financial management system which are described as “everybody 
eating from the same big pot," and which hamper the development of the state- 
owned economic sector, and to institute a new distribution pattern in accordance 
with our national reality and the characteristics of our current socialist 
commodity economy so as to boost the development of our productive forces. 


Levying income tax or state-owned enterprises will result in that: 


l. The relations of distribution between the state and state-owned enterprises 
will be instituted by means of officially fixed ratios and the state-owned 
enterprise will be recognized as having the status of an economic entity. 
tconomic units will cease being subsidiaries to administrative units and thus 
State-owned enterprises will become genuine economic entities owned by the 
whole people, which enjoy operational autonomy and may have control over their 
material interests. 


2. The economic interests of an enterprise, its employees, and the state will 
be closely tied to the operating results of the enterprise as a result of the 
discarding of egalitarianism and stricter adherence to the principle of "to each 
according to his work" and thus all kinds of positive factors will be fully 
mobilized, for the state, enterprises, and employees are all concerned with 

the attainment of better economic results, to which they are all entitled. 


}. State-owned enterprises will fulfill their duties to the state as taxpayer 
just like enterprises of a different economic nature and it will be possible 
to calculate the after-tax operating results of all enterprises, for the same 
taxes apply to them. This will enable state-owned enterprises to give a true 
picture of their annual operating results and allow the enterprises which are 
of the same type but different economic nature to compete under the same 
conditions, so that comparison and evaluatica of performance will push state- 
owned enterprises to achieve better economic results. 


+. The intricate economic relations between state-owned enterprises and th: 
local governments and the departments to which (hey should deliver their 
profite as subordinates will gradually be transformed into a single economie 
relation, that is, the state levies taxes on enterprises. It will chianye the 
present state of "many grandmas” above state-owned enterprises, which is a 
handicap to management improvement and production development at enterpri.: 
level. 

Second, it is a major readjustment of the state revenue structure. 
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for a long time, we always adopted a tax plus profit structure for our state 
revenue, requiring state-owned enterprises to turn over their profits, but 
exempting them from paying income tax. Whether making a big profit or a small 
protit, enterprises delivered whatever they earned to the state. Under such 

ircumstances, over half of our state revenue was represented by enterprise 
proiits. with the economic system reforms and devolution of greater power to 
cnterprises, the principle of economic interests played a growing role in our 
economy, shedding an ever more intense light on the contradictions in the 
distribution of enterprise profits. There was, on the one hand, the contradic- 
tion between the economic interests of the state and those of enterprises, 
»ince enterprises wanted their own operational autonomy; there was, on the other 
hand, the contradiction between the economic interests of the central government 
and those of local governments and between the economic interests of the 
Ministry of Finance and those of other ministries, since our state-owned enter- 
prises were under different ministries and our finance management was decen- 
tralized. Thus, the profit delivery form which was originally adapted to the 
system ot centralized receipts and centralized expenses and was not of an 
enforceable and coercive nature became increasingly inadequate in the face of 
the new situation, failing effectively to ensure concentration of financial 
“SOUurces a5 WaS necessary to the state, for enterprises were able to use all 
winds of legal and illegal means to further their own economic interests, 
cutting into state revenue, which, as a result, lost its sound basis to a great 
extent. The problems which manifested themselves clearly were: 1) The increase 
in state revenue became increasingly disproportionate to the increase in output 
value. 2) The amount of profits turned over by enterprises ceased going up or 
vven went down for years, accounting for only about one-third of our state 
revenue, down from over a half in the past; only less chan one-half of the 
profits realized by enterprises flowed into the treasury. 3) For a number of 
years in succession, the state had a deficit while localities and enterprises 
iad relatively ample funds, which were borrowed by the central government to 
make up for its insufficient financial resources. 


“iile distributing financial revenue, we must give greater power to enterprises, 
localities, and departments so as to guarantee their economic interests; but 

we must also adopt effective forms of revenue collection so as to protect the 
interests of the state as a whole. These two points must be simultaneously 
emphasized in the process of our economic system reforms. Now, with the 
substitution of tax for profit delivery, the state revenue structure has replaced 
the tax plus profit pattern by the pattem which includes tax as its major 
component. This is an important measure to protect the interests of the 

state as a whole in accordance with the requirements of our economic system 
reforms. It has great significance to us as a moment when we want to let the 
state regain full financial control, ! »st due to the scattering of financial 
resources, consolidate our financial basis, and strive to bring about a 

drastic turn for the better in our financial affairs. 


Third, it is an important step required by our economic system reforms and 
aimed at promoting then. 





In order to adapt the relations of production to our productive forces and 

to adapt the superstructure to our economic basis, our country has to confront 
many important reform tasks. The economic system reforms include reform in 
the planning and pricing systems, in the wage and labor systems, in the 
commodity circulation system, in the taxation system, and so forth. But 

these reforms have either not been carried out or have not been able to play 
the expected roles, because enterprises have not gotten genuine operational 
autonomy and nor have they taken up well-defined responsibilities, or because 
their interests have been subject to the control of our departments. The 
replacement of profit delivery by taxation will create the conditions for 
enterprises themselves to have genuine control over their financial resources 
and to assume economic responsibilities. On the other hand, the contradiction 
between the central and local governments with respect to the distribution of 
financial revenue may be handled through introducing different kinds of taxes. 
The relations between the state and enterprises and between the central and 
local governments will all become relations of a fiscal nature. Thus, we may, 
accordingly, get rid of the pointless constraints of the profit delivery method, 
which hold back our economic system reforms, creating conditions for further 
reforming our economic systems. 


fo summarize whht has been said so far, the substitution of tax for profit 
delivery of state-owned enterprises is not a reform like many others; it has 
opened up, by summing up our historical experiences and taking the reality of our 
country as the point of departure, a new path for us to handle the relations 

of distribution between the state and state-owned enterprises. It will play 

an active role in promoting the development of our social productive forces, 
consolidating the financial basis of our socialist country and giving an impetus 
to the superstructure reform. 


[l. The Principles and Measures That We Must Hold to While Implementing the 
lax for Profit System in State-Owned Enterprises 


Since levying income tax on state-owned enterprises is a new thing, we must 
proceed by trial and error and continuously sum up our experience so that it 
may effectively play an active role. 


First, while distributing profits, we must hold to the principle that tax 
has priority over profits to be distributed. 


At present, the tax for profit system provides that the profits of state-owned 
enterprises are distributed by two stages. The first stage is concerned with 
the relations of distribution between the state and enterprises, that is, by 
virtue of its administrative power, the state makes, by levying income tax, 

a "suocial deduction" from the profits yielded by economic units. The second 
stage is concerned with the distribution of an enterprise's after-tax operating 
results, that is, with the relations of distribution between the investor of the 
enterprise, the enterprise itself, and its employees. Since state-owned 
enterprises are investments of the state alone or receive the bulk of their 
funds from the state, the state still has to share their operating results In 








its cupacity us owner of the means of production. This kind of distribution 
may be called transfer of the state-owned enterprise's income to tne state, 
i" keep the name of profit delivery, or be called charges on the employment 
of funds or dividends. 


With regard to the two distribution stages, income tax is a "social deduction” 
imposec by the state, which cannot be shared by enterprises. Since the tax 
burden levels are fixed by law, it cannot be increased or reduced through 
negotiations; instead, tax payment should be made as a top priority task. An 
enterprise .as only a right to share its after-tax operating results with the 
size of its share varying according to its annual operating results and the 
requlrements of production development. 


fhe system of contracted responsibilities for profits currently under experi- 
mentation should insofar as its essence is concerned, fall under the category 
of distributing the after-tax profits of an enterprise. So, can we imagine 
that a state-owned enterprise contracts responsibilities for all its profits 
dithout paying any income tax? Of course, in the process of giving enter- 
prises greater autonomy by trial and error, this method has been tried in one 
‘rf two enterprises, but we should point out that they are merely exceptions. 

lf this method is adopted on a widespread basis, at least the following 
problems will emerge: 1) Taxes--which are the state's direct and reliable 
revenue sources--will be included in the scope of the "contract systema," and 
thus a legal system will become the subject of negotiable agreements. Aithough 
this practice can extend the scope of distribution for enterprises, we may no 
longer safeguard the interests of the state as a whole. 2) Since the system of 
contracted responsibilities has great flexibility and adaptability, enterprises 
ure highly enthusiastic about the “ecntract system" wnen they feel favored by 
the system; but they will terminate :e "contract system" when it gives them 
little or no advantages. Besides, "Tontracts” have to be negotiated individually 
and the amount of work “contracted” is not legally binding, so enterprises will 
in the end contract responsibilities for profits only, not for losses. This 
will impede us from solving the problem of “everybody eating from the same big 
pot." On the other hand, it will be impossible to compare the operating results 
‘f enterprises under different ownership, or state-owned enterprises in the same . 
ctor. 3) When the part payable to the state is fixed in the contract, the 
enterprise will benefit from any increase in profits, of which the state is 

uot sure to get the largest share. Therefore, from a broad and long-term 
perspective, it is not advisable to let enterprises contract responsibilities 
for all of their profits. Since taxation is a manifestation of state power, 
taxes levied by the state by virtue of law cannot be handled in the form of 
contracts or negotiations with enterprises. Enterprises should not be allowed 
to derive additional advantages by cutting into state revenue. We must hold 

to the principle that tax has priority over profit sharing so as to let 
enterprises get the economic interests due to them, provided that they do not 
encroach on the interests of the state as a whole. 


Second, while [word indistinct] income tax, we must insist on having supervisory 
power, 
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Whether the imposition of income tax may play an effective role in safe- 
guarding state revenue depends on, among other things, the calculation of 
the income of every enterprise. Only if we are able to calculate the exact 
income can the state and enterprises get what is due to them and can we 
effectively protect the interests of the three parties concerned, letting them 
get their respective benefits. If we are not in a position to calculate the 
exact income, allowing people to resort to all kinds of improper accounting 
procedures as in the past, the interests of the state will be violated. The 
calculation of exact income mainly depends on the proper implementation of 
the financial system and the economic accounting system promulgated by the 
State. Therefore, supervising and inspecting the implementation of the 
financial system in state-owned enterprises and auditing their accounts are 
indispensable to the tax authorities if they are to enforce tax laws and 

to act in accordance with law. 


The imposition of income tax is by no means the same as putting the 55-percent 
profits currently payable to the Treasury under the new heading of income tax. 
If this were the case, the reform would lose its significance, for "income tax," 
thus defined, would become profits turned over to the state with the label 

of income tax. In order to do a good job of collecting income tax, making it 

a verifiable tax, the tax authorities must exercise their supervisory power 
over taxes declared by state-owned enterprises, carrying out on-the-spot checks 
on the cost and profit accounts and on the financial discipline of state-owned 
enterprises so that while they have the duty to collect income tax they also 
have the power to check the calculation of income tax. Since our state-owned 
enterprises have a special status owing to the conditions specific to our 
country and since, due to their subordinate position, they have evolved a 
mentality biased toward departmental ownership and local financial interests, 
there will be all kinds of constraints on the tax authorities in fulfilling 
their supervisory duties. This deserves our particular attention. Therefore, 
appropriate measures should be adopted to strengthen our tax agencies, making 
them authoritative bodies which may enforce laws independently and warranting 
their right to supervise and inspect tax affairs. 


Thicd, the imposition of income tax demands centralized management of tax 
revenue and strict enforcement of laws. 


Income tax is an across-the-board tax, a general tax to be paid by all the 
enterprises: ina sense, only if we insist on the payment of this general tax 
can the differences between enterprises be better reflected and can the tax play 
its role of rewarding the diligent and penalizing the lazy by letting enter- 
prises with good performance have more benefits and those with poor performance 
less benefits. 


Here, we must put particular emphasis on the importance of subjecting partial 
and total income tax relief to strict control. Tax relief is a supplementary 
means, through which taxation may play its role as an economic lever. But the 
application of tax relief must be subject to certain conditions. For instance, 
if the normal production of an enterprise suffers due to unexpected factors, 
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appropriate tax reduction or exemption may help it pull through. But improper 
tax reduction and exemption will not only fail to produce good effects, but will 
also offset the effects of taxation as an economic lever, thus causing 

financilal losses to the state, which could be avoided. 


A feature of income tax, whether levied at a fixed rate or on a progressive 
basis, ie that it is levied only when profits have been made, and besides 

it is automatically adjusted according to profit levels. If operating results 
climb up, the state, the enterprise, and the individual will all benefit from 
it; if operating results decline, all the three must assume responsibility, 
and 1f an enterprises suffers a loss, no income tax will be levied. This is 
low the income tax policy operates and therefore, under normal circumstances, 
enterprises making no profits should be given tax reduction or exemption. 

The role of income tax as au economic lever consists in applying the same tax 
rate to all enterprises when they operate under the same conditions so as to 
stimulate enterprises to get more benefits through increased operating results. 
in the case ot uncontrolled application of tax relief, backward enterprises 
can get extra benefits from tax reduction or exemption and thus, contrary to 
logic, backward enterprises have light tax burdens while advanced enterprises 
have heavy tax burdens. Indiscriminate tax relief is in fact a method of 
furthering the interests of enterprises at the expense of the state. This 
will not only enable enterprises to shirk their own responsibility, but also, 
once 4a precedent 1s set, gradually “soften” the coercive nature of income tax, 
adversely affecting the effects of income tax. 


ffl. Several Yardsticks for Assessing the Work of State-Owned Enterprises 
in Substituting Tax for Profits 


With reference to which yardsticks should we assess the work of levying income 
Lux on state-owned enterprises? In the light of the experiences of experimental 
enterprises, we may consider the following yardsticks. 


First, whether the level of economic results has really been raised. 


lilies is the prime yardstick for assessing this reform. Judging by the overall 
operating results of the experimental enterprises all over our country, the 
major effect of substituting tax payment for profit delivery is that state-owned 
enterprises have shown more initiative in their operations and have stepped 

up the wanagement of their operations, thus raising remarkably the level of their 
«economic results. Once profit delivery is replaced by tax payment, since the 
tax rate is fixed, the after-tax economic interests of an enterprise are pro- 
portional to its overall operating results. If an enterprise wants to obtain 
more economic benefits, {t must make an effort to attain better operating 
results, instead of being able to cut into state revenue through tax evasion 

and other tllegal means. If an enterprise has, through its subjective efforts, 
raised its productivity, accelerated its funds turnover, and reduced its 
material consumption, and thus raised the level of its economic results, its 
economic interests will benefit accordingly; if an enterprise has failed to 
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boost its production, has accumulated heavy inventories, and incurred additional! 
expenses, and thus lowered the level of its economic results, its economic 
interests will suffer, for it is no longer protected by the system of "everybody 
eating from the same big pot" even if harvests have suffered from droughts or 
floods. Judging by the experimental enterprises, the substitution of tax payment 
for profit delivery has brought about the following relatively marked changes: 
Unlike in the past, when people ‘Waited for the arrival of rice to cook," people 
now leave no stone unturned to "seek rice and cook,” looking for more ways to 
expand production, expanding the scope cf services, and actively stepping up 
production; unlike in the past, when attention was paid to the fulfillment of 
output value targets while market demand was neglected, people now actively 
study market trends, improve product mix, offer a larger variety of products, 
and upgrade quality in a bid to increase sales; unlike in the past, when 

people did not care about economic accounting and spent money recklessly, now 
people look at both sides of a penny before spending it and actively undertake 
economic accounting, with lowering costs and cutting down expenses as major 
objectives. These facts show that as long as the work of substituting tax for 
profits is properly done, enterprises will be mobilized to show initiative 

and enthusiasm and, as a consequence, their economic results will generally 

be improved. 


Second, whether due consideration has really been given to the interests of all 
three parties concerned. 


The ultimate results of the readjustment of the relations of distribution depends 
on whether the issue concerning the interests of the state, the enterprise, and 
the employees is correctly handled and whether, in reality, the state gets the 
largest share, the enterprise a smaller share, and the employees the smallest 
share. Judging by the actual results of the experimental enterprises, once 
profit delivery was replaced by tax payment, with increased economic results, 
the economic benefits of all three parties have increased and each of them has 
gotten his proper place. An analysis of the data gathered from over 400 
experimental enterprises in 18 provinces and cities reveals that in 1981, for 
every 100 yuan of profits reported by an enterprise, the state got 77 yuan 

and the enterprise and its employees got 23 yuan; for every increase of 100 yuan 
in profits, the state received 60 yuan while the enterprise and its employees 
vot 40 yuan. If we look at the share going to the enterprise and its employees: 
the funds for production development, which are controlled centrally by the 
cnterprise, accounted for 46 percent, the funds for collective welfare accounted 
for 31 percent, and the bonus funds for individual employees accounted for 

23 percent. A comparison with the situation prior to the substitution of tax 
for profit delivery shows: 1) Tax payments had the first place in the 
distribution of profits by enterprises and thus a stable growth in state revenue 
was ensured; 2) since enterprises had control over the necessary financial 
resources, they could do many things themselves, instead of relying on their 
superiors as in the past; they were able to speed up technical transformation, 
put more new products into test production, better control pollution, and 
increase their capacity for making complete sets of equipment, and thus promoted 
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the readjustment and development of their production; 3) since enterprises had 
disposal of a certain amount of funds for collective welfare, they could 
gradually improve the housing conditions of their employees, acquire necessary 
welfare facilities, and thus gradually make up for past "deprivations"; 

4) since the mass of employees felt that their own economic interests were 
closely related to the operating results of their enterprises, they became 
more conscious of their duties to run well their enterprises as masters of 
their enterprises. 


Third, whether enterprises have actually raised their level of keeping financial 
accounts. 


Judging by the experiences of our experimental enterprises, following the 
substitution of tax for profit delivery, the level of enterprise management 

has, to a relatively great extent, been raised. This is because: on the one 
hand, the substitution of tax for profit delivery has enhanced the vitality 
inherent in the microeconomy and the enthusiasm of enterprises to improve 

their management; on the other hand, since tax is a means of channelling 
financial revenue as well as a powerful means of supervision, enterprises have 
gotten outside help in raising their level of economic management. Income tax 
being levied on the basis of the amount of income, it is necessary to supervise 
and audit accounts so as to ensure that the amount of reported income is true. 
Besides, since this kind of supervision is carried out on the spot and continuously 
and concerns all the aspects of financial accounting, it is very useful for 
revealing and resolving contradictions and for pushing enterprises to raise their 
level of financial accounting. Compared with the situation prior to the sub- 
stitution of tax for profit delivery, many enterprises have made the following 
improvements: first, their financial discipline has been tightened; second, 

they have made their accounts more accurate and improved their work of costs 
analysis; third, they have reduced the cases of resorting to improper accounting 
procedures to cut into state revenue; fourth, they have reduced the number of 
wasteful practices, giving a new look to their management. 


Income tax has existed for over 100 years in some capitalist countries, and for 
about 50 years in our country since its introduction in the thirties and has 
always had a certain scope of application since the liberation. So, as a 

tax category, it is not unfamiliar to us and practice has justified its role. 
But, levying income tax on state-owned enterprises is a totally new experience 
to our country and is a practical measure to reform our economic system. So we 
are expected to acquire a better insight into it so as gradually to improve its 
implementation and to prepare conditions for carrying out overall economic 
system reforms. 
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ECONOMIC MANAGEMENT 


BRIEFS 


LIAONING MANAGERIAL CADRE INSTITUTE--An institute for managerial cadres, the 
first of its kind in Shenyang City, started its new school term on 5 September. 
(Ren Dianqgi), secretary of te Shenyang City CPC Committee, serves as president 
of the institute. Through examination, 137 students were enrolled into this 
institute to attend the industrial and commercial enterprises managerial 
courses. After studying a 3-year course, students will become enterprise back- 
bone cadres will college-level education. [Excerpt] [Shenyang Liaoning Pro- 
vincial Service in Mandarin 1100 GMT 5 Sep 83 SK] 
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INDUSTRY 


LU DONG SPEECH ON MACHINE BUILDING AND ELECTRONICS INDUSTRIES 
Shanghai JIXIE ZHIZAO MACHINERY in Chinese No 5, 1983, pp 2-3 
[Article Collated from Conference Record: "Comrade Lu Dong [0712 2639] 


Makes Important Report. National Working Conference on Technical Progress 
in Machine Building and Electronics Industries Convened in Shanghai"] 





[Text] A national working conference on technical progress in machine 
building and electronics industries was held in Shanghai from 5 to 12 March. 
State Economic Commission Deputy Director Lu Dong made an important report 
at the conference titled, "Spare No Effort in the Advancement of Technical 
Progress; Vigorously Develop the Machine Building and Electronics Industries." 
He said that leading comrades in both the CPC Central Committee and the 
State Council are extraordinarily interested in the machine building and 
electronics industry, and have provided a series of important instructions 
on technical progress in the machine building and electronics industries. 
The State Council has formulated "Trial Regulations on Technical Reform 

of the Machine Building Industry." The theme of this conference is the 

need to conscientiously put these “Regulations” into effect, further improve 
understanding, summarize and exchange experiences, implement projects 

and actions, and initiate a new situation in the machine building and 
electronics industries. 


Lu Dong's report emphasized achievements and shortfalls, struggle 

objectives, and taking firm hold on implementation. He began by pointing 

out that since the Third Plenary Session of the llth Party Central Committee, 
accomplishments have been made in the readjustment, reorganization, and 
restructuring of China's machine building and electronics industries. 
Following two years of continuous decline in machine building and electronics 
industry production throughout the country during 1980 and 1981, a revival 
began in 1982 following readjustment, and gross output value had substantially 
revived to all time high levels. The situation is good. He spoke mostly 
about how in recent years the transformation of the machine building and 
electronics industries’ backward techniques and the hastening of product 
replacement and updating has meant both achievements and shortfalls in 
technical progress. In this regard, the former State Machine Building 
Commission had followed a program of "three separate generations,” namely 


improving one generation, developing another generation, and anticipating 
development of yet another generation. Unless the machine building and 








electronics industries have a aprticular emphasis instead of acting 
overcautiously and indecisively by replacing and developing a single 
generation after another, they will always remain in a position of 
“rebuilding antiques” or of fighting a confused war without plan or without 
goals, and it will become impossible for the technical foundation of the 
entire national economy to rise steadily to new levels, and the magnificent 
goal of quadrupling output value will become an empty phrase. 


Though planned technical transformation in key areas of the machine 
building and electronics industries has only begun in recent years, already 
some enterprises with outstanding accomplishments have appeared. They 
have taken a new path of concentrating on the replacement and updating 

of products in an effort to increase varieties of goods, improve quality, 
save energy, and lower consumption and costs, providing all sectors of the 
national economy with new products whose technical levels are fairly 

high and whose economic effectiveness are rather good. For example, 
during the past 3 years, the machine building industry has devoted special 
attention to the replacement and updating of 12 kinds of products that 
consume fairly high amounts of energy inciuding industrial boilers, motor 
vehicles, tractors, transformers, fans, water pumps, and motors thereby 
making new contributions in the conservation of energy. 


Lu Dong summarized the various courses taken in recent years in technical 
transformation, which may be generally divided into the following five 
forms: 


First was the primacy of new products, and the carrying out of sequential 
technical improvements to increase ability to pioneer new markets. For 
example, the Shanghai Machine Tool Plant developed an average of eight new 
product varieties each year. In 1982, it developed 24 varieties, and 
developed further in the direction of highly efficient automation, and 
production of numerical control grinding machines, and precision measuring 
instruments for a year by year increase in amounts exported. Today the 
plant's products have invaded the American market, and enjoy a certain 
reputation both inside and outside China. 


Second, was the linking of technical transformation to readjustment, 
reorganization, and reform in an effort to increase economic effectiveness. 
An example was the Changzhou Tractor Company, which acted in response 

to requirements for specialized cooperation to carry out a reorganization 
and transformation of its principal machinery plants and coordinated plants. 
It reorganized and restructured, changing all-purpose plants into 
specialized plants. The tractor plant made only 21 percent of spare parts; 
costs fell 25 percent; and efficiency greatly increased. 


Third was a close linking of scientific research units and production plants 
to make most advantage of the strengths of each, to make major efforts at 
coordination, and to promote technical progress. For example, the Shanghai 
High Pressure Oil Pump Plant and Research Institute cooperated with 
institutions of higher learning. Making improvement in product quality 
their focus, they aimed at advanced world levels, vigorously researching 











and developong new products. In recent years, product varieties have 
quadrupled and output stands highest in the country. The plant received 

a silver medal to honor its product quality. Since 1981, profits the plant 
has annually tendered to the state have been sufficient to build a new plant. 


Fourth was the linking of the armed forces and the citizenry for a transfer 
of military industrial techniques to products used in civilian life. 

For example, the Kailihua Consolidated Radio Equipment Plant in Guizhou 
followed the principle of related technology to develop production of 

tape recorder working parts that perfromed dependably and were close to 
advanced foreign standards. The Chang Jiang Machinery Plant in Nanjing 
itself designed and developed six electric fan production lines, and 
established production of name brand fans. In 1982, its output reached 
110,000 fans, and its production costs fell by more than 50 percent. 


Fifth was active introduction of advanced foreign technology in an effort 

to strengthen self-reliance capabilities and rapidly upgrade product 
technical levels. For example, the First Machine Tool Plant in Ji'nan 
cooperated with Japan in the production of Mazhake [7456 2089 0344] lathes, 
which were up to international standards. The Beijing Machine Tools Research 
institute entered into technical cooperation with Japan for reserach 

and development of machine tool numerical control systems, achieving a 
production capability in machine tool numerical controls within a single 
year, China's machine tool numerical technology thereby reaching international 
standards. 


Lu Dong pointed out that because of past long-term failure to devote serious 
attention to technological progress, planned transformation of key 
technologies has just now begun, and though much has been achieved; 
nevertheless, it is still not possible to change fundamentally the backward 
technical state of China's machine-building and electronics industries. 
There is still a very great gap between international standards and actual 
needs in both management and technica] levels. The main reasons so many 
user units despair of forming their own manufacturing systems of hope to 
import equipment from abroad is their worries about the machinery and 
electronic products that China itself produces, and their dissatisfaction 
with the service that the machine building and electronics industries 
provide. This is an extraordinarily acute problem that should arouse our 
very high degree of serious attention. Continuing, Lu Dong cited numerous 
actual examples, and pointed out that the main problem in China's machine 
building and electronic industry today lies in the small number of varieties, 
poor quality, lack of complete lines of equipment, poor service, and low 
economic effectiveness. On the subject of poor service, serious attention 
began to be given to customer service during recent "hungry" years. 

Still and all, once the machine building and electronic industries began 

to revive, some enterprises revived their old abuses. As for economic 
effectiveness, the gap is substantial. In industrially advanced countries, 
the ratio of fixed assets to gross industrial output is generally 1 to 2, 

or 1 to 3, or even more. But in China, it is 1 to 1. Looked at in terms 

of results from investment, we are three times worse than Japan. Looked 

at in terms of labor productivity, the difference is about 10 times. In 
terms of energy consumption, China is from two to five times higher than Japan. 
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Lu Dong noted that reasons for the foregoing problems are complex. As far 
as {deational understanding is concerned, the main problem is failure to 
genuinely understand that upgrading of production levels in the machine 
building and electronics industries must be founded on technological 
progress and upgrading of economic effectiveness. It has been common in 
the past to depart from technological progress and economic effectiveness 
in sole pursuit of output value, with the result that we have suffered, 
and both the country and the people have sustained huge losses. This 
historical lesson should be engraved deeply in our memories and never 
forgotten. 


In speaking of the “object of struggle," deputy director Lu Dong said: 
"Technical progress in the machine building and electronics industries 
requires steady replacement and updating (or upgrading and updating) 

of products, and opposition to nurturing of “antiques.” The machine building 
and electronics industries must use advanced technical equipment in the 
transformation of existing enterprises, and also use advanced and integrated 
technical equipment in the building of new enterprises. So-called advanced 
technical equipment should be mostly equipment of superior quality and low 
cost that meets needs, is durable, and relaible. There should be no blind 
pursuit of the advanced, must less should there be any simple and 
mechanistic distinctions made according to model year. 


Lu Dong noted that in terms of steps to be taken for the country's 
technological transformation, the machine building and electronics industries 
should have a suitable lead time. A lead time of at least 5 to 10 years 

will be required to allow other trades and industries to supply the advanced 
technological equipment that will be needed. Both the CPC Central Committee 
and the State Council have decided that technical transformation of the 
machine building and electronics industries should get a head start, and this 
is taking hold of the crux of the problem. He said that the overall 
objective of technological progress in China's machine building and electronic 
industries is to strive to achieve within 10 to 15 years a level for major 
products equal to that of industrially advanced countries during the 1970's 
or early 1980's, and to bring about vigorous development of China's machine 
buidling and electronics industries. During the first 5 years, emphasis 
should go to laying a good technical foundation, with about 25 percent of 
products (currently it is 10 percent) achieving this standard. During the 
second 5 years (by 1990), between 60 and 70 percent of major products 

should reach this standard. During the third 5 years, an overwhelming 
majority of products should reach this standard, and some problems should 
enter world advanced ranks. Continuing, Lu Dong addressed himself to 

the major goals in the Sixth Five-Year Plan of the Ministry of Machine 
Building, the Ministry of Electronics Industry, the China State Shipbuilding 
Corporation, the Motor Vehicles Industrial Company, and other non-machinery 
departments. Lu Dong said that in accordance with the "Regulations," the 
State Council has approved primary selection of 30 kinds of key products 
urgently needed for building of the four modernizations and for which a 
substantial export potential exists. Plans call for technical transformation 
of 550 ttems in the first group. 
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Lu Dong said that in accordance with inscructions from Comrade Ziyang on 
devoting attention to complete lines of major equipment, we should 
tenaciously hold fast to production of a group of major kinds of equipment 
and strive through research and development, imports of technology, and 
production in cooperation with foreign countries to reach during the 1980's 
the advanced international standards of the 1970's or the early 1980's. 

In order to concentrate forces, the Central Committee plans to select 10 
major technical facilities (such as the three [Chang Jiang] gorges 
hydroelectric power station, amore than 600,000 kilowatt thermal power 
station, a large nuclear electric power station, a large open pit mine, 
production of 30,000 tons of ethylene, and a large cozl chemical industry) 
from among this group of major complete lines of equipment, assuring them 
priority in funds, forelgn exchange, energy, materials, and personnel 
resources, and taking effective actions to advance these major technical 
facilities well, rapidly and economically. 


Finally, Comrade Lu Dong spoke to the issue of taking firm hold and 
implementation. He said: Today the basic programs and tasks have been 
defined, sources and channels of funds have been determined, and pertinent 
policies of encouragement iave already been decided in principle. The 
problems that need be solved by the state have largely been solved already 
or are close to solution. Consequently, the task confronting us now is 
taking firm hold and implementation. In order to do this, he proposed 12 
measures for implementation, which are provided here for study and 
discussion by all. 


First is perseverance in putting the gudding thought in economic work on 

a foundation of increased economic effectiveness, and in quickly shifting 
to relaince on tecimical progress. He said: Technical progress in the 
machine building and electronics industries are manifested in the last 
analysis in the production of diverse products of high standards, in a full 
range of varieties, of good quality, that are highly economically beneficial, 
and that satisfy customers, the better to meet requirements of the four 
modernizations. For this reason, whether to place varieties and quality of 
products in first place, and whether to make economic effectiveness, and 
particularly social economic effectiveness a fundamental premise is a most 
important indicator in judging whether or not our guiding thought has 
yenuniely shifted to the path of reliance on technical progress. 


In discussing the hastening of the pace of importation of technology, 

and the enhancement of self-reliance capabilities, Lu Dong said: 
Technological progress in China's machine building and electronic industries 
must be founded on our own strength. Of this there can be no doubt. However, 
as of now, machine building and electronic industries have not introduced 
large amounts of technology, and they have yet to hit full stride. They are 
far from being able to meet requirements for technical progress; 
consequently, self-reliance capabilities likewise cannot be rapidly 
strengthened. China plans to import 3,000 items of advanced technology 
during the last 3 years of the Sixth Five-year Plan, more than 1,000 of 
which will be for the machine buiiding and electronics industries. For 

some medium size and small individual items of technology, importation will 
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mean small expenditure of funds, quickly visible results, and high benefits. 
A more courageous all out effort is necessary in the introduction of 
technology. This requires, in turn, a suitable liberalization of policies, 
an appropriate delegation downward of authority to examine and approve, 

and efforts to streamline procedures. 


In speaking about making the most of the active role in technical progress 
of key coastal cities such as Shanghai and Tianjin, Lu Dong hoped that 
Shanghai would work up plans for technical progress, to turn out annually 

a dozen or several dozen superb new products to satisfy customers; found 
several model enterprises that have advanced technology that require 

little investment, procuce quick results, and show great benefits; 
courageously go all out in introducing technology in an effort to introduce, 
digest, and master between 200 and 300 projects during the period of the 
Sixth Five-year Plan; and to ship a steady stream of advanced technique 
inland. Additionally, Lu Dong spoke about a series of specific measures 
for implementation in linking technical progress and specialized 
reorganization, the launching of a mass campaign of more sensible suggestions 
and technical innovations, efforts to increase the quality of staff and 
workers, promotion of modern management methods, and carrying reforms into 
technical progress as part of a complete process. 


In concluding his report, Lu Dong said: Both the party and the country 

pin very great hopes on our technical progress. We must rally our spirits, 
be earnest, fulfill this task solidly, and use real actions and outstanding 
achievements to make new contributions in initiating a new situation in the 
building of socialisn. 
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CONSTRUCT LON 


BRIEFS 


SHANXI KEY CONSTRUCTION FUNDS--Collection of funds for key energy and communica- 
tion state projects has progressed smoothly in Shanxi Province. According to 
statistics of the provincial tax bureau, 56.134 mi [word indistinct] zu an had 
been collected by [words indistinct] amounting to 62.37 percent of the annual 
quota. [Excerpt] [Taiyuan SHANXI RIBAO in Chinese 8 Aug 83 p 1 SK] 


HEITLONGJIANG FALX TEXTILE CORPORATION--After 1 year and 4 months, the construc- 
tion of the Lanxi Falx textile integrated corporation, the largest of its kind 
in China, has been basically completed and will be put into trial operation in 
the near future. Jointly invested by the China International Investment and 
Trust Company, the Heilongjiang Provincial Commune-and Brigade-run Administra- 
tive Bureau and the Lanxi county government, this corporation which requires an 
investment of 50.25 million yuan will produce and sell linen cloth and finished 
linen clothing upon completion. This corporation with an initial capacity of 
51,200 spindles will produce 50.25 million meters of iinen cloth a year. 
[Summary] [SKO30340 Harbin Heilongjiang Provincial Service in Mandarin 1100 
(MT 29 Aug 83] 
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TRANSPORTATION 


RENMIN RIBAO OUTLINES HARBOR SUPERVISORY WORK 
HKO71102 Beijing RENMIN RIBAO in Chinese 4 Sep 83 p 2 


[Text] "PRC Harbor Supervisory Administrative” organs--responsible organs 
stipulated in the "PRC Safety Law for Marine Communications"--are state admin- 
istrative organs responsible for China's waterway communications safety and 
supervisory work. On behalf of the government, they exercise navigation admin- 
istrative and management rights. The PRC Harbor Supervisory Administrative 
Bureau is responsible for exercising leadership over supervisory administrative 
work at various harbors throughout the country. State fishing port supervisory 
administrative organs exercise in fishing port areas the functions and powers 
provided by the above law. They carry out superivsory and administrative work 
over communications safety and are responsible for investigating and hand]ling 
traffic accidents in inshore areas in which fishing vessels are involved. 


The main responsibilities in harbor supervisory administration are: to imple- 
ment state rules and regulations concerning waterway communications safety, 
formulate specific administrative rules and supervise the implementation of 
these rules, register names of vessels, confirm the ownership right of vessels, 
and grant vessels the right to navigate under the PRC flag; to supervise the 
allocation of personnel in vessels, issue identity certificates to crew members 
of vessels navigating abroad, give examinations to technological crew members, 
and issue certificates of position to crew members; to examine and approve 
applications submitted by foreign vessels for entering China's territorial 
waters and harbors, exercise examination over and compulsory piloting of foreign 
vessels, and issue permits to China's own vessels coming to and going out of 
harbors; to supervise and examtne the technological, navigation and loading 
status of vessels; to maintain waterway traffic order and exercise management 
over the salvaging of sunken vessels and other objects and clear away obstacles 
by compulsory means; to examine and approve the carrying out of water surface 
and underwater projects and towing of large equipment; to organize and guide ty- 
phoon prevention work, ice-breaking work, and beach rescue work; to examine and 


approve the ‘aitation of restricted navigation zones, issue navigation notices 
and warnin 1inister the use of coastal lines around harbors, and check the 
depth of se ‘s and navigation marks; and to investigate and handle waterway 


traffic accidents and water pollution, and punish vessels or crew members vic- 
lating rules and regulations. Since the founding of the PRC, harbor supervisory 
administration has brought into play the role of the responsible organs concerned 
in safeguarding state sovereignty and waterway communications safety, and in pro- 
moting the development of transportation. This has been recognized and respected 
by the international and domestic departments concerned. 
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TRANSPORTATION 


BRIEFS 


HEILONCJLANG MULTIPLE TRACKING RAILWAY--The Zhaodong-(Jiangjia) section of the 
multiple tracking of the Binxhou railway had been approved and opened to 
traffic on 3] August. Passing through this railway section, trains can arrive 
directly at Hegang and Shuangyashan coal mines to transport coal to other 


localities in a timely manner. [Summary] [SK060149 Harbin Heilongjiang Pro- 
vincial Service in Mandarin 1100 GMT 31 Aug 83] 


SHANXI COUNTY HIGHWAY BRIDGE--The Matian Bridge in Zuoquan County--an old 
revolutionary base area--in Shanxi was opened to traffic on 1 August. Party 

and state leaders Deng Xiaoping and Yang Shangkun conveyed their congratulations 
to the opening of the bridge through the Shanxi Provincial Party Committee. 

[The Matian Bridge is a concrete two-way curved arch bridge. It is 220 meters 


long and 7.6 meters wide. [Excepts, [Taiyuan SHANXI RIBAO in Chinese 4 August 
B3 p 1] 
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PUBLICATIONS 


BRIEFS 


CADRES TO WRITE ON ECONOMICS--According to a JINGJI RIBAO report, Gao Yang, 
first secretary of the Hebei Provincial CPC Committee, recently proposed that 
leading cadres at and above the county level throughout the province should 
write economic articles in light of actual conditions, and that 100 articles 

be chosen from among them to be compiled into a loose-leaf selection of articles 
on economic management for leading cadres at and above the county level and 
economic management cadres to study and enhance their economic management level. 
As of now, 79 first drafts of articles have been written in the province. Gao 
Yang said: In the past, when we achieved successes in work, we did not know 
how we succeeded. And, when we failed, we did not know what economic laws had 
been violated. Therefore, we wanted to mobilize comrades to act on their own, 
scientifically sum up the experiences and lessons learned in work and to raise 
them to the level of theory. He urged comrades engaged in economic work and 
theoretical studies to jointly investigate, analyze typical cases and, through 
writing economic articles, conduct education in economics. [Text] [0W081313 
Beijing Domestic Service in Mandarin 0900 GMT 7 Sep 83] 
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